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Wembley plc

(Name of Subject Company)

N/A

(Translation of Subject Company’s Name into English (if applicable))

England and Wales

(Jurisdiction of Subject Company’s Incorporation or Organization)

BLB Worldwide Acquisition, Inc.

(Name of Person(s) Furnishing Form)

Ordinary Shares of £1.00 each in Wembley plc
American Depositary Shares, each representing four ordinary shares of £1.00 each in Wembley plc

(Title of Class of Subject Securities)

(95393164
950468207

(CUSIP Number of Class of Securities (if applicable))

Madison Grose
¢/o Starwood Capital Group Global, L.L.C.
591 W, Putnam Avenue
Greenwich, CT 06830
(203) 422-7714

(Name, Address (including zip code) and Telephone Number (including area code) of Person(s)
Authorized to Receive Notices and Communications on Behalf of the Issuer)

May 1, 2004

(Date Tender Offer/Rights Offering Commenced)
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PART I - INFORMATION SENT TO SECURITY HOLDERS

Item 1. Home Jurisdiction Documents

Exhibit I-1-a: Offer Document for the Recommended Cash Offer for Wembley plc by J.P. Morgan
plc on behalf of BLB Worldwide Acquisition, Inc., an indirect wholly-owned
subsidiary of BLB Investors, L.L.C., and inside the United States by BLB Worldwide

Acquisition, Inc.

Exhibit I-1-b: Form of Acceptance, Authority and Election for the Recommended Cash Offer for
Wembley plc by J.P. Morgan plc on behalf of BLB Worldwide Acquisition, Inc., an
indirect wholly-owned subsidiary of BLB Investors, L.L.C., and inside the United
States by BLB Worldwide Acquisition, Inc.

Item 2. Informational Legends

A legend compliant with Rule 802(b) under the Securities Act of 1933, as amended, has been included on
the outside cover page or other prominent portion of the Offer Document.
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PART II - INFORMATION NOT REQUIRED TO BE SENT TO SECURITY HOLDERS

(1) Reports or information that, in accordance with the reguirements of the home jurisdiction, must be

made publicly available in connection with the transaction but need not be disseminated to security’

holders

N/A

{2) Documents incorporated by reference into the home jurisdiction document

Exhibit [I-2-a:

Exhibit II-2-b:

Exhibit II-2-¢:

Exhibit II-2-d:

Exhibit II-2-e:

Exhibit II-2-f:

Exhibit 11-2-g:

Exhibit II-2-h:

Exhibit I1-2-i:

Exhibit [I-2-:

Exhibit I-2-k:

Exhibit II-2-1:
Exhibit II-2-m:
Exhibit II-2-n:

Exhibit I1-2-0:

Certificate of Incorporation for BLB Worldwide Acquisition, Inc., dated April 14,
2004

Statement of Organization by Incorporator of BLB Worldwide Acquisition, Inc., dated
April 14, 2004

By-Laws of BLB Worldwide Acquisition, Inc.

Initial Resolution of Board of Directors of BLB Worldwide Acquisition, Inc., dated
April 14, 2004, ratifying actions of Incorporator, appointing officers and directors,
approving issuance of one share to BLB Worldwide Holdings, Inc.

Second Amended and Restated LLC Agreement of BLB LLC dated April 19, 2004, by
and among Starbell Investors LLC, Kerzner Investments Acquisitions Limited, and
Waterford Group Investments, LLC

Memorandum and Articles of Association of Wembley plc

Audited consolidated accounts of Kerzner International Limited for the two financial
years ended 31st December, 2003

Audited consolidated accounts of Wembley plc for the two financial years ended 31st
December, 2003

Service agreements of the Wembley Directors of more than one year's duration

Active Value Sale and Purchase and Call Option Agreement relating to Wembley ple,
dated 10th March, 2004

Active Value Sale and Purchase Agreement relating to Wembley plc, dated 18th
March, 2004

Senior Secured Commitment Letter, dated 19th April, 2004
Bridge Facility Commitment Letter, dated 19th April, 2004
Senior Secured Facilities Fee Letter, dated 19th April, 2004

Senior Bridge Fee Letter, dated 19th April, 2004
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Exhibit I1-2-p:
Exhibit II-2-q:
Exhibit II-2-1:

Exhibit II-2-s:

Exhibit II-2-t:

Exhibit [I-2-u:
Exhibit [1-2-v;
Exhibit II-2-w:
Exhibit II-2-x:
Exhibit II-2-y:
Exhibit [1-2-z;

Exhibit I1-2-aa:

Exhibit 1I-2-bb:

Exhibit II-2-cc:

Exhibit II-2-dd:

Exhibit II-2-ee:

Exhibit II-2-ff:

Exhibit I1-2-gg:

Exhibit II-2-hh:

Exhibit I1-2-i1i:

Exhibit II-2-jj:

Exhibit II-2-kk:

Exhibit II-2-11:

UK Debenture, dated 19th April, 2004

Borrower Pledge Agreement, dated 19th April, 2004

Financing Engagement Letter, dated 19th April, 2004

Sponsor Letter, dated 19th April, 2004

Indemnity Letter, .dated 19th April, 2004

Bahamian Government Heads of Agreement

Kerzner Joint Venture with Nakheel LLC, September, 2003

Sale of Wembley Sports Arena Limited

Sale of Wembley (London) Limited

Sale of The Corporate Innovations Company Limited
Acquisition of The Perry Barr Greyhound Racing Club Limited
BLB Inducement Fee Agreement

MGM Inducement Fee Agreement

Funding Agreement

Escrow Agreement

Sale of the greyhound racing stadium at Catford, London
JPMorgan written consent to the issue of the offer document
Hawkpoint written consent to the issue of the offer document
Merrill Lynch written consent to the issue of the offer document
Ernst & Young written consent to the issue of the offer document
Ermnst & Young fair extraction letter

Draft LPR Separation Agreement between Wembley plc and the yet-to-be-
incorporated orphan Purchaser (together with current drafts of the documents to be in

the agreed form to implement the Lincoln Park Reorganization)

Wembley Share Option Schemes Rules
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Exhibit II-2-mm:
Exhibit II-2-nn:
Exhibit II-2-00:
Exhibit I1-2-pp:

Exhibit II-2-qq:
Exhibit II-2-rr:

Exhibit I1-2-ss:

Exhibit II-2-tt:

Draft LPR Loan Note Deed

Trustee Indemnity

Agreed form Trust Deed

Side Letter between BLB Worldwide Acquisition, Inc. and Wembley plc

Agreed form Security Assignment Charge between Wembley plc, BLB Worldwide
Acquisition, Inc. and the yet-to-be-appointed Security Trustee

Agreed form Intra-Group Loan Agreement between BLB Worldwide Acquisition, Inc.
and Wembley plc

Sale of Wembley ticketing business

Bank Waiver Letter



PART IIT - CONSENT TO SERVICE OF PROCESS

N/A



PART 1V - SIGNATURES

After due inquiry and to the best of my knowledge and belief, I certify that the information set forth in
this statement is true, complete and correct.

BLB Worldwide Acquisition, Inc.

By: V)\/ﬁ}_\

Name: Madison Grose -
Title: Director, BLB Worldwide Acquisition, Inc.

May 3, 2004
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Exhibit I-1-a
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THIS DOCUMENT {5 IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt as to the
action you should take, you are recommended to seek your own personal financial advice immediately from your
stockbroker, bank manager, solicitor, accountant or other independent financial adviser authorised under the
Financial Services and Markets Act 2000 if you are resident in the United Kingdom or, if not, from another
appropriately authorised independent financial adviser.

If you have sold or otherwise transferred all your Wembley Shares, please send this document, the Form of
Acceptance and the reply-paid envelope as soon as possible to the purchaser or transferee, or to the stockbroker,
bank or other agent through whom the sale or transfer was effected, for transmission to the purchaser or transferea.
if you have sold or otherwise transferred only part of your holding of Wembley Shares, you should retain these
documents. The foregoing documents must not be forwarded or transmitted in or into Australia, Canada or Japan.

JPMorgan, which is regulated by the Financia! Services Authority in the United Kingdom, is acting for BLB investors
and no one else in connection with the Offer and wiil not be responsible to anyone other than BLB Investors for
providing the protections afforded to clients of JPMorgan or for providing advice in relation to the Offer or any
matters referred to in this document.

Hawkpoint, which is regulated by the Financial Services Authorlty in the United Kingdom, Is acting for Wembley and
no one else in connection with the Offer and will not be responsible to anyone other than Wembley for praviding the
protections afforded to clients of Hawkpoaint or for providing advice in relation to the Offer or any matters referred
to in this document.

Merrill Lynch, which is regulated by the Financial Services Authority in the United Kingdom, is acting for Wembley
and no one else in connection with the Offer and will not be responsible to anyone other than Wembley for
providing the protections afforded to clients of Merrill Lynch or for providing advice in relation to the Cffer or any
matters referred to in this document.

This document should be read in conjunction with the Form of Acceptance, which forms part of this document.

Recommended Cash Offer
by

J.P. Morgan plc

on behalf of
BLB Worldwide Acquisition, inc.

an indirect whally-owned subsidiary of

BLB Investors, L.L.C.

and inside the United States by
BLB Worldwide Acquisition, Inc.

for

Wembley plc

YOUR ATTENTION IS DRAWN TO THE LETTER FROM CLAES HULTMAN, CHAIRMAN OF WEMBLEY, SET OUT IN PART |
OF THIS DOCUMENT WHICH CONTAINS THE WEMBLEY DIRECTORS' UNANIMOUS RECOMMENDATION THAT, IN THE
ABSENCE OF A HIGHER OFFER, YOU ACCEPT THE OFFER.

TO ACCEPT THE OFFER, THE FORM OF ACCEPTANCE SHOULD BE COMPLETED, SIGNED AND RETURNED, WHETHER OR
NOT YOUR WEMBLEY SHARES ARE HELD IN CREST, AS SOON AS POSSIBLE AND, IN ANY EVENT, SO AS TO BE
RECEIVED BY CAPITA 1RG PLC BY NOT LATER THAN 3.00 PM. (LONDON TIME) ON 22ND MAY, 2004,

THE PROCEDURE FOR ACCEPTING THE OFFER IS SET OUT ON PAGE 2 AND IN PARAGRAPH 18 OF PART Il OF THIS
DOCUMENT AND IN THE ACCOMPANYING FORM OF ACCEPTANCE.

The Offer is not being made, directly or indirectly, in or into Australia, Canada or Japan and the Offer is not capable of
acceptance from or within Australia, Canada or Japan. Accordingly, copies of this document, the Form of Acceptance
and any other accompanying document are not being, and must not be, directly or indirectly, mailed or otherwise
forwarded, distributed or sent in, into or from Australia, Canada or Japan. Persons receiving this document, the Form
of Acceptance and any other accompanying document {including nominees, trustees and custodians} must not mail
ar otherwise distribute or send them in, into or from Australia, Canada or Japan as doing so may invalidate any
purported acceptance of the Offer. The availability of the Offer to Wembley Shareholders who are notresident in the
United Kingdom or the United States may be affected by the laws of their relevant jurisdiction. Such persons shouid
inform themselves about, and observe, any applicable legal or regulatory requirements of their jurisdiction.

Any person (incduding nominees, trustees and custodians) who would, or otherwise intends to, or may have a
contractual or legal obligation to, forward this document and/or any related document to any jurisdiction outside
the United Kingdom (other than the United States) should read paragraph 6 of Part B and paragraph (c) of Part C of
Appendix | to this document before taking any action.
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TO ACCEPT THE OFFER

Complete the Form of Acceptance in accordance with the
instructions printed thereon and in accordance with
paragraph 18 of the letter from JPMorgan set out in Part Il of this
document.

Return the completed Form of Acceptance (along with any
appropriate documents of title) using the enclosed reply-paid
envelope as soon as possible and, in any event, so as to be
received by Capita IRG Plc by not later than 3.00 p.m. (London
time) on 22nd May, 2004.

If you hold your Wembley Shares in CREST, you should follow the
additional procedures set out in paragraph 18(e) of the letter
from JPMorgan set out in Part |l of this document.

If you require assistance, please telephone
Capita IRG Plc, the receiving agent to the Offer,
on 0870 162 3100 (or +44 20-8639 2157,
if telephoning from outside the UK)

The first closing date of the Offer is
3.00 p.m. (London time) on 22nd May, 2004
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Offer in the United States

The Offer in the United States is being made solely by BLB Acquisition and neither JPMargan nor
any of its affiliates or related entities is making the Offer in the United States. BLB Acquisition is not
aware of any jurisdiction in which the making of the Offer is prohibited by any administrative or
judiciai action pursuant to any valid statute of any state of the United States. {f BL8 Acquisition
becomes aware of any valid US state statute prohibiting the making of the Offer, it will make a
good faith effort to comply with such US state statute or seek to have such siatute declared
inapplicable to the Offer. If, after such good faith effort, BLB Acquisition cannot comply with any
such state statute, the Offer will not be made to (and tenders will not be accepted from or on behalf
of} holders in such state. In any jurisdiction where the securities, blue sky or other laws require the
Offer to be made by a licensed broker or dealer, the Offer shall be deemed to be made on behalf of
BLB Acquisition by one or more registered brokers or dealers that are licensed under the laws of
such jurisdiction.

The Offer is being made for securities of a United Kingdom company and United States investors
should be aware that the disclosure documents relating to the Offer have been prepared in
accordance with the City Code and United Kingdom disclosure requirements, format and style, all
of which differ from those in the United States.

In particular, the appendices to this document contain information concerning the Offer required
by United Kingdom disclosure requirements that may be material and that has not been
summarised elsewhere in this document. In addition, the financial information relating to Wembley
reproduced in this document is presented in pounds sterling and has been prepared in accordance
with United Kingdom generally accepted accounting principles and thus may not be comparable to
financial statements of United States companies or companies whose financial statements are
prepared in accordance with United States generally accepted accounting principles. Also, the
settlement procedures with respect to the Offer will comply with the rules of the City Code, which
differ from US domestic tender offer procedures in certain material respects, particularly with
regard to the date of payment.

Wembley is organised under the laws of England and Wales. All of the Wembley Directors are
residents of countries other than the United States. As a result, it may not be possible for United
States shareholders of Wembley to effect service of process within the United States upon Wembley
or such Wembley Directors or to enforce against any of them judgements of the United States
predicated upon the civil liability provisions of the federal securities laws of the United States,

in accordance with normal UK market practice, BLB investors or its nominees or brokers {acting as
agents) has made, and may from time to time during the period in which the Offer remains open for
acceptance make, certain purchases of, or arrangements to purchase, Wembley Shares outside the
framework of the Offer. Such purchases, or arrangements to purchase, have complied with and will
comply with all applicable UK rules, including the City Code, the rules of the UKLA and the rules of
the London Stock Exchange. BLB Investors has purchased 7,732,500 Wembley Shares in this manner
and, as a result, on st May, 2004, owned 7,732,500 Wembley Shares representing approximately
22.2 per cent. of the issued Wembley Shares. Information about any further such purchases will be
disclosed in the United States by way of an announcement by or on behalf of BLB Investors.

Any person who, alone or acting together with any other person(s) pursuant to an agreement or
any understanding (whether formal or informal) to acquire or control securities of Wembley, owns
or controls, or becomes the owner or controller, directly or indirectly, of one per cent. or more of the
issued Wembley Shares is generally required under the provisions of Rule 8 of the City Code to
notify a Regulatory Information Service and the Panel of every dealing in such securities during the

Offer Period. Please consult your financial adviser immediately if you believe this Rule may be

applicable to you, -

The LPR Loan Notes to be issued to all accepting Wembley Shareholders (other than Restricted
Persons, including all US Persons, and those who elect for the LPR Cash Alternative) following
determination of the aggregate amount of the LPR Entitlements have not been, and will not be,
listed on any stock exchange and have not been, and will not be, registered under the Securities Act
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or under any relevant laws of any state or other jurisdiction of the United States, nor have
clearances been, nor will they be, obtained from the securities commission or similar authority of
any province or territory of Canada and no prospectus has been, or will be, filed, or registration
made, under any securities law of any province or territory of Canada, nor has a prospectus in
relation to the LPR Loan Notes been, nor will one be, lodged with, or registered by, the Australian
Securities and Investments Commission, nor have any steps been taken, nor will any steps be taken,
to enable the LPR Loan Notes to be offered in compliance with applicable securities laws of Japan.
Accordingly, uniess an exemption under relevant securities laws is available, the LPR Loan Notes
may not be offered, sold, re-sold or delivered, directly or indirectly, in, into or from the United
States, Australia, Canada or Japan or any other jurisdiction in which an offer of LPR Loan Notes
would constitute a violation of relevant laws or require registration of the LPR Loan Notes, or to, or
for the account or benefit of, any US Person or resident of Australia, Canada or Japan or any other
such jurisdiction,

As part of the Offer, accepting Wembley Shareholders will receive LPR Loan Notes, unless they elect
for the LPR Cash Alternative or are Restricted Persons. The LPR Loan Notes should allow Wembley
Shareholders resident in the United Kingdom to defer a proportion of any taxable gain arisingona
disposal of their Wembley Shares until such time as the LPR Loan Notes are redeemed.

Notice to New Hampshire Residents: Neither the fact that a registration statement
or an application for a license has been filed under chapter 421-B of the New
Hampshire Revised Statutes with the state of New Hampshire nor the fact that a
security is effectively registered or a person is licensed in the state of New
Hampshire constitutes a finding by the Secretary of State of New Hampshire that
any document filed under RSA-421-B is true, complete and not misleading. Neither
any such fact nor the fact that an exemption or exception is available for a security
or a transaction means that the Secretary of State of New Hampshire has passed in
any way upon the merits or qualifications of, or recommended or given approval
to, any persons, security, or transaction. It is unlawful to make, or cause to be
made, to any prospective purchaser, customer, or client any representation
inconsistent with the provisions of this paragraph.

Cautionary note regarding forward-looking statements: This document centains forward-looking
statements that involve risks and uncertainties and refate to the expectations, beliefs, hopes, plans,
intentions or strategies regarding the future of Wembley, the BLB Investors Group, the Consortium
and, assuming the business combination is completed, the combined groups. The forward-looking
statements contained in this document include statements about the feasibility and benefits of the
acquisition of Wembley by BLB Acquisition. Factors that would cause actual results to differ
materially from those described in this document include: costs and terms related to the acquisition
of Wembley; the economic environment of the industries in which Wembley operates; regulatory
change in the industry and/or the general economic environment. All forward-looking statements
included in this document are based upon information available to Wembley and BLB Acquisition as
of the date of this document, and neither Wembley nor BLB Acguisition (nor any of their respective
officers, directors, employees or advisers) assumes any obligation to update any such forward-
looking statements. These statements are not guarantees of future performance. Actual results
could differ materially from each company’s current expectations.
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Directors:
Claes Hultman
Mark Elliott
Neil Chisman
Peter Harris

PART |
Letter from the Chairman of Wembley

Wembley plc

Registered Office:

Elvin House

Stadium Way

Wembley

HAZ ODW

{Registered in England and Wales, No. 226267}

(Chairman and Chief Executive)
{Finance Director)
(Non-Executive Djrector)
(Non-Executive Director)

1st May, 2004

To: Wembley Shareholders and, for information only, to participants in the Wembley Share

Option Schemes

Dear Shareholder,

1.  Introduction

RECOMMENDED CASH OFFER
BY BLB WORLDWIDE ACQUISITION, INC. FOR WEMBLEY

On 20th April, 2004, the management committee of BLB Investors and the Wembley Board
announced the terms of a recommended cash offer for the entire issued and to be issued share
capital of Wembley not already owned by BLB Investors,

| am now writing to you to explain the background to the Offer and the reasons why the Wembley
Board considers the terms of the Offer to be fair and reasonable and unanimously recommends
that, in the absence of a higher offer, Wembley Shareholders accept the Offer, as the Wembley
Directors intend to do in respect of their entire holdings of Wembley Shares.

2. Summary terms of the Offer
The formal Offer is contained in the letter from JPMorgan set out in Part I§ of this document.

Under the terms of the Offer, Wembley Shareholders will receive:

for each Wembley Share 860 pence in cash and one LPR Entitlement

The Offer values the entire issued and to be issued share capital of Wembley at approximately
£309 million, before taking into account any additicnal value of the LPR Entitlements.

The Offer represents a premium (in all cases before ascribing any vaiue to the LPR Entitlements) of:

e 2.4 per cent. over the Revised MGM Proposal of 840 pence for each Wembley Share;

J 7.5 per cent. over the offer of 800 pence for each Wembley Share announced by BLB Investors
on 30th March, 2004;
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¢ 147 per cent. over the Original MGM Proposal of 750 pence for each Wembley Share;

*  40.4 per cent. over the Closing Price of 612.5 pence for each Wembley Share on 26th January,
2004, the day prior to the announcement of the Original MGM Proposal; and

e  63.0 per cent. over the Closing Price of 527.5 pence for each Wembley Share on
19th November, 2003, the day prior to the announcement by Wembley that it had received
approaches from a number of parties interested in acquiring some or all of the assets of
Wembley.

3. The LPR Entitlements

BLB Acquisition has agreed that accepting Wembley Shareholders will, in addition to receiving 860
pence in cash for each Wembley Share, receive one LPR Entitlement for each Wembley Share held,
50 as to enable them to share in any residua! cash following the conclusion of the Lincoln Park
Litigation. Further details concerning the LPR Entitlements are set out below.

As a result of the Lincoln Park Litigation, the Wembley Board formulated the Lincoln Park
Reorganisation pursuant to which the Lincoln Park Business will, following the receipt of the
necessary regulatory consents, be transferred from Lincoln Park Inc. to another Wembley Group
company. In addition, the Wembley Board also agreed the terms of the LPR Separation Agreement,
pursuant to which LPR and LPRI {the entity which will, following the Lincoln Park Reorganisation,
be the successor company to Lincoln Park Inc. and subject to the Lincoln Park Litigation) will be
transferred out of the Wembley Group to an independent company, referred to in this document as
the "Independent Entity”.

Under the LPR Separation Agreement, as more fully described in paragraph 3 of Part Ji of this
document, the consideration payable to Wembley by the Independent Entity will be the residue of
the US$16.3 million aggregate cash balances with which LPR and LPR! will be funded at the time of
their sale, after the deduction of any penalty which may be imposed on LPRI in the Lincoln Park
Litigation (now capped at US$8 million following agreement with the US Attorney pursuant to the
Funding Agreement (as summarised in paragraph 6{f){viii} of Appendix V to this document)) and
any costs Incurred by LPR and LPRI, including legal, management remuneration (as set out in
paragraph 6(b) of this letter) and other associated costs.

Once the consideration is received by Wembley pursuant to the LPR Separation Agreement,
deductions may be made in respect of any Applicable Tax. BLB Acquisition has agreed that,
following the Offer becoming or being declared unconditional in all respects, it will procure that
Wembley takes ali reasonable steps to agree as soon as reasonably practicable the market value of
LPR (immediately following its formation by Wembley with cash balances of U5$8.3 million) and the
market value of LPRI (on its acquisition by Wembley from UTGR) with the Inland Revenue and has
agreed to take such other steps, including procuring the making of a “check the box” US tax
election to have Wembley treated as 'a disregarded entity for US federal tax purposes, with an
effective date no later than 2nd January, 2005 (provided that Wembley shall have been re-
registered as a private company limited by shares), as are reasonable to enable it to estimate the
amount of the Applicable Tax reasonably promptly following payment of the LPR Separation
Consideration. Once such deductions (if any) have been estimated, BLB Acquisition will make
payments in respect of the LPR Entitlements within one month thereafter.

BLB Acquisition has also undertaken to procure that Wembley provides security for BLB
Acquisition’s payment obligation to satisfy the LPR Entitlements, subject to Wembley being able to
do so under the relevant provisions of the Companies Act.

Payments in respect of the LPR Entitlements will be made by way of the LPR Loan Notes to all
accepting Wembley Shareholders, other than those who have elected for the LPR Cash Alternative
and Restricted Persons, who will receive cash. The LPR Loan Notes will be redeemed by BLB
Acquisition on the first anniversary of the issue date. Wembley Sharehoiders resident in the UK for
tax purposes should consider the tax consequences of electing for the LPR Cash Alternative as set
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out in paragraph 16 of the JPMorgan letter in Part I of this document before making any such
election.

The timing of payments in the form of either the LPR Loan Notes or the LPR Cash Alternative in
respect of the LPR Entitlements will depend upon when the Lincoln Park Litigation is concluded,
when Wembley receives the consideration payable under the LPR Separation Agreement and when
BLB Acquisition has estimated any deductions to be made in respect of Applicable Tax. No specific
date has yet been determined for the trial of the Lincoln Park Litigation, but the trial Is expected to
commence in September, 2004.

Further information on the Lincoln Park Litigation and the Lincoln Park Reorganisation is set out in
paragraph 7 of the JPMorgan letter in Part 1l of this document.

4. Background to and reasons for recommending the Offer

Wembley has undergone considerable change since its refinancing in 1995, The Wembley Board has
concentrated on the development of a focused group and has sought to realise assets where good
value could be achieved. it has also pursued an active share buy-back programme, which has
totalled approximately £118 million and has significantly enhanced Wembley's earnings per share.

Following the conclusion of a programme of disposing of non-core assets that included the disposal
of Wembley Stadium in 1999 and the sale of the Wembley Complex in 2002, Wembley now has
gaming operations in three principal locations, namely Rhode Islang, Colorado and the United
Kingdom. Wembley’s Lincoln Park facility in Rhode Island in the United States now generates the
vast majority of the Wembley Group's profitability (in excess of 90 per cent. of Wembley's operating
profit from continuing operations before exceptional items in 2003). As a consequence of the risks
associated with being so heavily dependent on a single profit source, the Wembley Board
concluded that it would be in the interests of Wembley Shareholders to explore a possible sale of
the Wembley Group. Pursuit of this strategy was temporarily hindered by the announcement in
September, 2003 that, following an investigation by 8 Federal Grand Jury in Rhode Island, an
indictment had been issued against Lincoln Park Inc. and against two Wembley Group executives.

On 20th November, 2003, Wembley announced that it had received approaches from a number of
parties interested in acquiring some or all of its assets. In order to facilitate a sale, should an
appropriate offer be made, Wembley formulated a reorganisation pursuant to which the potential
liability for, and associated costs of, the Lincoln Park Litigation could be separated from the
Wembley Group. In light of this structure, on 27th January, 2004, MGM MIRAGE and Wembley
announced the Original MGM Proposal. BLB Investors announced its Original Offer on 30th March,
2004 and accordingly, on 2nd April, 2004, the Wembley Board announced the adjournment of the
Court meeting of Wembley Shareholders convened to approve the Original MGM Proposal. On
8th April, 2004, MGM MIRAGE announced the Revised MGM Proposal and on 20th April, 2004, the
management committee of BLB Investors announced the Offer.

The Wembley Directors believe that the Offer now represents the most attractive proposal for
Wembley Shareholders. Accordingly, the Wembley Board unanimously recommends that, in the
absence of a higher offer, Wembley Shareholders accept the Offer.

5.  Current trading

Wembley announced its preliminary results for the year ended 31st December, 2003 on
24th February, 2004 and posted the annual report and accounts for such period to shareholders on
9th March, 2004. Wembley has not declared a final dividend in respect of the year ended
31st December, 2003.

As reported in the preliminary resuits for 2003, business in 2004 has started well. At Lincoln Park,
the average weekly VLT revenue for the 16 weeks ended 17th April, 2004 was US$5.7 million, an
increase of approximately 16 per cent. compared with the corresponding period in 2003
{US$4.9 million). The number of VLTs installed at Lincoin Park has now increased to 2,493.
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The greyhound racing track in Catford, London, that was closed in November, 2003, was sold in
March, 2004 for £7.5 million.

In a judgment delivered on 13th March, 2004, the presiding judge in the trial in Hong Kong relating
to the termination of Wembley's contract to manage the Hong Kong Stadium found in favour of
Wembley and against the Hong Kong Secretary for Justice. Wembley was vindicated in all respects
in its decision to contest this termination. The judgment resulted in the award to Wembley of
damages of approximately £1.5 million. The reimbursement of costs will be assessed at a later stage.
The Hong Kong Secretary of Justice has 28 days from 22nd April, 2004 in which to lodge an appeal.

6. Management and employees

(a) Employment arrangements with the Wembley Group

Following the Offer becoming or being declared unconditional in all respects, the Wembley
Directors and the other head office employees will be entitled to the monetary amounts described
in paragraph 8 of Appendix V to this document. The amounts due to the head office employees
who are not Wembley Directors will be paid within one month of the Offer becoming or being
declared unconditional in all respects and in accordance with arrangements that have been agreed
between BLB Investors and Wembley.

In respect of the management and employees within the rest of the Wembley Group, 8LB investors
has assured the Wembley Board that, upon the Offer becoming or being declared unconditional in
all respects, the existing employment rights, including pension rights, of all such management and
employees will be fully safeguarded.

(b) Employment arrangements with LPR

The Wembley Directors have indicated that they are willing to act as the directors of LPR and be
responsible for the conduct of LPRI's defence against the Lincoln Park Litigation. Subject to any
applicable lega! and/or regulatory requirements, the directors of LPR will receive remuneration
from LPR from the date upon which the Offer becomes or is declared uncenditional In all respects
through to the date of payment of any proceeds to the Independent Entity following the
conclusion of the Lincoln Park Litigation and the subsequent liquidation of LPR and LPRI (as
appropriate). This remuneration will be pro rata to their current annual remuneration from
Wembley (but with Claes Hultman being remunerated in accordance with the terms of his Supply
Agreement as Chairman), all as set out in paragraph 8 of Appendix V to this document. Following
the conclusion of the Lincoln Park Litigation, Claes Hultman and Mark Elliott will receive bonuses of
£180,000 and £90,000 respectively from LPR,

7. Wembley Share Option Schemes

Information relating to the effect of the Offer on participants in the Wembley Share Options
Schemes is set out in paragraph 12 of Part |l of this document.

8. Intentions of the Wembley Directors

The Wembley Directors intend to accept the Offer in respect of their entire holdings of Wembley
Shares, totalling 94,891 Wembley Shares, representing approximately 0.3 per cent. of the issued
share capital of Wembley.

9, iInducement fee

As an inducement to BLB Investors to announce the Offer, Wembley and BLB investors have entered
into an agreement under which Wembley has agreed to pay BLB Investors a fee of one per cent. of
the value of the Offer (without ascribing any value to the LPR Entitlements) in certain
circumstances. Further details of the inducement fee are set out in paragraph 14 of Part 1 of this
document.
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10. Taxation

Your attention is drawn to paragraph 16 of Part Il of this document headed “Taxation”. If you are in
any doubt as to your tax position or are subject 1o taxation in any jurisdiction other than the United
Kingdom or the United States, you should consult an appropriate professional adviser immediately.

11. Action to be taken to accept the Offer

In order to accept the Offer, the Form of Acceptance should be completed, signed and returned as
soon as possible, whether or not your Wembley Shares are in CREST, by post or by hand (during
normal business hours) to Capita [RG Pic at Corporate Actions, P.O. Box 166, The Registry,
34 Beckenham Road, Beckenham, Kent BR3 4TH as soon as possible and, in any event, so as to be
received by no later than 3.00 p.m. (London time) on 22nd May, 2004. A reply-paid envelope {for use
in the UK only) is enclosed for your convenience. Any Form of Acceptance received in an envelope
post-marked in Australia, Canada or Japan or otherwise appearing to BLB Investors or its agents to
have been posted from Austraiia, Canada or Japan may be rejected as an invalid acceptance of the
Offer.

If you are in any doubt as to the procedure for acceptance of the Offer, please telephone Capita IRG
Plc on 0870 162 3100 (or +44 20 8639 2157, if telephoning from outside the UK) during normal
business hours. Additional Forms of Acceptance are available from Capita IRG Plc upon request,

12. Further information

Your attention is drawn to the letter from JPMorgan set out in Part If of this document and to
Appendices | to V to this document. In particular, your attention is drawn to the procedure for
accepting the Offer, which is set out in paragraph 18 of the letter from JPMorgan set out in Part Il of
this document.

13. Recommendation

The Wembley Board, which has been so advised by Hawkpoint and Merrill Lynch, considers the
terms of the Offer to be fair and reasonable. In providing advice to the Wembley Board, Hawkpoint
and Merrill Lynch have taken into account the commercial assessments of the Wembley Directors.

Accordingly, the Wembley Board unanimously recommends that, in the absence of a higher offer,
Wembley Shareholders accept the Offer, as the Wembley Directors intend to do in respect of their
entire holdings of 94,891 Wembley Shares, representing approximately 0.3 per cent. of the issued
share capital of Wembley.

Yours faithfully

S

Claes Huliman
Chairman and Chief Executive
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PART li
Letter from JPMorgan

“.
"JPMorgan

J.P. Morgan plc

125 London Wall
London EC2Y 5A)
{Registered in England
and Wales, No. 248609)

1st May, 2004

To: Wembley Shareholders and, for information only, to participants in the Wembley Share Option
Schemes

Dear Sir or Madam,
RECOMMENDED CASH QOFFER BY BLB WORLDWIDE ACQUISITION, INC. FOR WEMBLEY

1.  Introduction

On 20th April, 2004, the management committee of BLB investors and the Wembley Board
announced the terms of a recommended cash offer for the entire issued and to be issued share
capital of Wembley not already owned by BLB Investors, to be made by JPMorgan on behalf of BLB
Acquisition and, inside the United States, by BLB Acquisition.

2.  The Offer

The Offer, which is subject to the terms and conditions set out in Appendix I to this document and in
the Form of Acceptance, is being made on the following basis:

for each Wembley Share 860 pence in cash and one LPR Entitfement

The Offer values the entire issued and to be issued share capital of Wembley at approximately
£309 million, before taking into account any additional value of the LPR Entitlements.

The Offer represents a premium (in al} cases before ascribing any value to the LPR Entitlements) of:
. 2.4 per cent. over the Revised MGM Proposal of 840 pence for each Wembley Share;

) 7.5 per cent, over BLB Investors’ Original Offer of 800 pence for each Wembley Share;

. 14.7 per cent, over the Original MGM Proposal of 750 pence for each Wembley Share;

» 40.4 per cent. over the Closing Price of 612.5 pence for each Wembley Share on 26th January,
2004, the day prior to the anncuncement of the Original MGM Proposal; and

. 63.0 per cent. over the Closing Price of 527.5 pence for each Wembley Share on
19th November, 2003, the day prior to the announcement by Wembley that it had received
approaches from a number of parties interested in acquiring some or all of the assets of
Wembley.

Wembley Shares will be acquired under the Cffer fully paid and free from all liens, charges,
equitable interests, encumbrances, rights of pre-emption and other third party rights or interests
and together with all rights attaching thereto including, without limitation, the right to receive all
dividends and other distributions (if any) announced, declared, made or paid after the date of this
document {but excluding, for the avoidance of doubt, the rights to the LPR Entitlements).

The conditions and further terms of the Offer (including those relating to the LPR Entitiements, the
LPR Loan Notes and the LPR Cash Alternative) are set out in this [etter, Appendix | to this document
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and In the Form of Acceptance. All necessary notifications and filings were made under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976 {as amended) by 1st April, 2004, and all
relevant waiting periods expired at 11.59 p.m. (New York City time) on 14th April, 2004.

3. The LPR Entitlements

As part of the Lincoln Park Reorganisation, Wembley will sell LPR and LPRI to the Independent
Entity pursuant to the LPR Separation Agreement. The aggregate cash balances of LPR and LPRI at
that time will equal US$16.3 million {(approximately £9.2 million, equivalent to approximately 25
pence per Wembley Share). This will include US$8 million which has been deposited in an escrow
account following agreement with the US Attorney that this is the maximum aggregate fine that
would be sought under the Lincoin Park Litigation. The consideration for the sale of LPR and LPRI to
the Independent Entity will be a sterling amount equal to all of the remaining cash balances of LPR
and LPRI distributed to the Independent Entity following conclusion of the Lincoln Park Litigation.
Amounts deducted prior to such distribution will include the costs of the Lincoln Park Litigation
(including any penalty imposed) and the costs of winding up LPR, LPRI, the Independent Entity and
the trust which owns the Independent Entity, the fees of the respective directors and trustees and
routine administrative costs. If LPRI is acquitted on all counts at the trial of the Lincoln Park
Litigation, US$8 million (approximately £4.5 million, equivalent to approximately 12 pence per
Wembley Share) would be released to be distributed by LPRI, together with any further cash
balances remaining in LPRI and LPR, subject to the costs and liabilities referred to above.

The amount received {whether in the form of LPR Loan Notes or cash) pursuant to the LPR
Entitlements will be calculated by reference to the consideration paid under the LPR Separation
Agreement, but will take into account certain tax liabilities that may be incurred by the BLB Group.
Specifically, the amount paid (whether in the form of LPR Loan Notes or cash) pursuant to a single
LPR Entitlement shall be calculated as being the value of the LPR Separation Consideration less the
amount of Applicable Tax (if any), divided by the Total Number of Wemnbley Shares. BLB Acquisition
has agreed that, following the Offer becoming or being declared unconditional in all respects, it
will procure that Wembley takes all reasonable steps to agree as soon as reasonably practicable the
market value of LPR (immediately following its formation by Wembley with cash balances of US$8.3
million) and the market value of LPRI {on its acquisition by Wembley from UTGR} with the Inland
Revenue and has agreed to take such other steps, including procuring the making of a “check the
box" US tax election to have Wembley treated as a disregarded entity for US federal tax purposes,
with an effective date no later than 2nd January, 2005 (provided that Wembley shall have been re-
registered as a private company limited by shares), as are reasonable to enable it to estimate the
amount of the Applicable Tax reasonably promptly following payment of the LPR Separation
Consideration.

BLB Acquisition has also undertaken to procure that Wembley provides security for BLB
Acquisition’s obligation to satisfy the LPR Entitlements, subject to Wembley being able to do so
under the relevant provisions of the Companies Act.

The timing of payments in respect of the LPR Entitlements will depend inter afia upon when the
Lincoln Park Litigation is concluded; no specific date has yet been determined for the trial, but the
trial is expected to commence during September, 2004. Payments in respect of the LPR Entitlements
will be made (either in cash or by the issue of the LPR Loan Notes) after payment of the LPR
Separation Consideration to Wembley and, after that payment, within one month after the date on
which BLB Acquisition can reasonably estimate the amount of any Applicable Tax.

Wembley Shareholders should note that the majority of the cash balances held by LPR and LPRI will
be held in US dollars and that the amount of any eventual payment in pounds sterling in respect of
the LPR Entitlements will therefore be affected by movements in the US$:£ exchange rate.

BLB Acquisition and JPMorgan express no opinion as to whether the retained cash balances of LPR
and LPRI will be sufficient and, accordingly, whether or when any payment in respect of the LPR
Entitlements will be made. Given the limited liability status of LPR and LPRI, the Wembley Group
and BLB Acguisition should have no legal or financial exposure relating to the cutcome of the
Lincoln Park Litigation; BLB Acquisition will not acquire any interest in LPR or LPR! (although a
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member of the BLB Investors Group may receive LPR Entitlements pro rata to its shareholding in
Wembley). Neither BLB Acguisition nor Wembley will, following the Offer becoming or being
declared unconditional in all respects, have any responsibility for the conduct or outcome of the
Lincoln Park Litigation,

4, The LPR Loan Notes and the LPR Cash Alternative

Wembley Shareholders (other than Restricted Persons) whe validly accept the Offer will, unless they
elect to receive cash under the LPR Cash Alternative, receive LPR Loan Notes in respect of any LPR
Entitlements to which they are entitled under the terms of the Offer. Wembley Shareholders who
are Restricted Persons will receive any LPR Entitlements in cash under the LPR Cash Alternative (and
will not be entitled to receive LPR Loan Notes). Wembley Shareholders (other than Restricted
Persons) may elect when accepting the Offer to receive any LPR Entitlements in cash under the LPR
Cash Alternative instead of LPR Loan Notes, although Wembley Shareholders resident in the United
Kingdom for the purposes of UK taxation should be aware of the consequences of making such an
election as described in paragraph 16 below,

The LPR Loan Notes will be issued on the following basis:
for every £1 of LPR Entitlement due £1 in nominal amount of LPR Loan Notes

The LPR Loan Notes, which will be governed by English law, will be unsecured and will be issued
credited as fully paid in amounts and integral multiples of £1 nominal value. All fractional
entitlements to LPR Loan Notes will be disregarded.

No application will be made for the admission of the LPR Entitlements or the LPR Loan Notes to the
Official List or to trading on the London Stock Exchange and the LPR Entitlements and the LPR Loan
Notes have not been and will not be registered pursuant to the Securities Act or the Exchange Act.
The LPR Loan Notes will not be issued to Restricted Persons.

The LPR Loan Notes, and rights to receive the LPR Entitlements in cash under the LPR Cash
Alternative, will not be transferable, save upon the liquidation or bankruptcy of the relevant
holder, the transmission upon death of the relevant holder or, at the discretion of the BLB
Acquisition Directors, to permit transfers from an Individual Savings Account or Personal Equity
Plan to the underlying shareholder or as otherwise required by any applicable law or regulation.

The LPR Loan Notes will be redeemed by BLB Acquisition on the first anniversary of the date of
issue. The LPR Loan Notes will carry interest at the rate of 0.5 per cent. below LIBOR. Interest will be
paid on the principal amount of the LPR Loan Notes outstanding when they are redeemed, in
respect of the period from {and including) the date of issue up to (but excluding) the date of
redemption. Further information as to the terms of the LPR Loan Notes is set out in Appendix Il to
this document.

A summary of the taxation treatment for certain Wembley Shareholders in respect of the LPR
Entitlements is set out in paragraph 16 below. it should be noted that the taxation treatment for
individual or corporate Wembley Shareholders who are resident or ordinarily resident in the UK for
taxation purposes may differ depending upon whether they elect to receive LPR Loan Notes or the
LPR Cash Alternative.

The LPR Cash Alternative will remain open for acceptance for so long as the Offer remains open for
acceptance. The LPR Cash Alternative will be conditional upon the Offer becoming or being
declared unconditional in all respects.

5, Recommendation of the Wembley Board

The letter from the Chairman of Wembley set out in Part | of this document confirms that the
Wembley Board, which has been so advised by Hawkpoint and Merrill Lynch, considers the terms of
the Offer to be fair and reasonable and that, accordingly, the Wembley Board unanimously
recommends that, in the absence of a higher offer, Wembiey Sharehoiders accept the Offer, as the
Wembley Directors intend to do in respect of their entire holdings of 94,891 Wembley Shares
representing 0.3 per cent. of the existing issued share capital of Wembley.
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6. Background to and reasons for the Offer

The members of BLB Investors, who have a proven track record of successfully working together,
bring significant expertise and capabilities in the real estate, gaming and leisure industries.
Starwood Capital is a major investor in leisure-related real estate projects, Kerzner is a leading
international developer and operator of destination resorts and casinos and Waterford is an
operator and developer of gaming and hospitality properties.

The members of BLB Investors have extensive experience of successfully developing and operating
assets worldwide, including in the North Eastern US gaming and real estate markets. Accordingly,
BLB Investors regards the acquisition of Wembley as an important opportunity to invest in these
markets and, specifically, to enhance and develop the Lincoln Park facilities in a manner supported
by and agreed with both the local communities and the relevant regulators in Rhode Island.

In addition, the UK assets of Wembley are regarded as interesting development opportunities,
should the gaming reforms currently proposed in the UK be adopted.

On 10th March, 2004, 8LB Investors approached the Wembley Board expressing its interest in
making an offer and seeking, among other things, due diligence information. The Wembley Board
has since then been co-operating with BLB Investors in connection with its proposals. On 30th
March, 2004, BLB Investors announced a cash offer of 800 pence for each Wembley Share, On 2nd
April, 2004, the Wembley Board announced the adjournment of the Court meeting of Wembley
Shareholders convened to approve the Original MGM Proposal.

On 8th April, 2004, MGM MIRAGE announced a revised cash offer of 840 pence for each Wembley
Share, as well as the distribution by Wembley of one share in an English Jimited liability company
{formed for the purpose of holding the membership interests in LPRI} for each Wembley Share held.

In response to this announcement by MGM MIRAGE, the management committee of BLB Investors
announced on 20th April, 2004 an increased cash offer of 860 pence and the equivalent of one LPR
Entitlement for each Wembley Share. The Offer has been unanimously recommended by the
Wembley Board.

Pursuant to agreements dated 10th March and 18th March, 2004, BLB Investors has acquired
7,732,500 Wembley Shares from Active Value (representing approximately 22.2 per cent. of
Wembley's issued share capital), all at a price of 800 pence for each Wembley Share.

7. The Lincoln Park Reorganisation

In September, 2003, following an investigation by a Federal Grand Jury in Rhode island, an
indictment was issued against Wembley's indirect wholly-owned subsidiary and owner of the
Lincoln Park Business, Lincoln Park Inc., and against two Wembley Group executives. The allegations
arose from the preliminary consideration of a possible bonus or retainer to be paid to Lincoln
Park Inc.’s long-standing external legal attorney in Rhode Island. Lincoln Park Inc. and the two
executives continue to deny the allegations and have stated that the allegations will be vigorously
defended at trial.

On 27th Sanuary, 2004, Wembley announced that Lincoin Park inc. had entered into an agreement
with the United States, acting by and through the US Attorney, 1o deposit US$8.0 million into an
escrow account, following agreement with the US Attorney that this is the maximum aggregate
fine that would be sought in the event of a conviction of Lincoln Park Inc. on all counts under the
indictment against it. As part of this agreement, the US Attorney also confirmed that he would not
object to the transfer of the business of Lincoln Park Inc. to another Wembley subsidiary, as would
be effected pursuant to the Lincoln Park Reorganisation,

The Lincoln Park Reorganisation is intended to separate from the Wembley Group {upon its
acquisition by BLB Acquisition) any potential liability for, and associated costs of, the Lincoln Park
Litigation, such that at no point in time will BLB Acquisition acquire any interest in LPR or LPRI or
any legal exposure to the Lincoin Park Litigation (although a member of the BL8 investors Group
may receive LPR Entitlements pro rata to its shareholding in Wembley}.
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Under the Lincoln Park Recrganisation, the foliowing steps will be effected (although Wembley
and BLB Acquisition reserve the right to agree to amendments to these steps to effect the
underlying commercial objectives):

{a) Lincoln Park inc. will be reorganised by way of merger into LPRI;

(b) LPRIwill transfer (by distribution or ctherwise) its business and assets to itsimmediate holding
company, UTGR, and UTGR will assume all the liabilities of LPRI except that LPRI will retain its
potential liability for, and associated costs of, the Lincoln Park Litigation. LPRI will also retain
the cash balance of US$8.0 million deposited in escrow {approximately £4.5 million). Except
for the foregoing, LPRI will have no assets or liabilities;

{) UTGR will sell its membership interest in LPRI to Wembley at market valug;

{d} Wembley will transfer its membership interest in LPRI to LPR in exchange for an issue of shares
by LPR. LPR will be a private limited company incorporated in Jersey as a wholly-owned, direct
subsidiary of Wembley. LPR will have no assets other than its cash balances of US$8.3 million
and its interest in LPRI. LPRI will hold a cash balance of U5$8.0 million deposited in escrow (as
referred to above). The Wembley Directors believe, following legal advice, that such amounts
will be sufficient to meet the potential liability for, and associated costs of, the Lincoin Park
Litigation; and

(e) shortly before the Offer becomes or is declared unconditional in all respects, Wembley will sell
its shares in LPR to the Independent Entity pursuant to the terms of the LPR Separation
Agreement.

8. Financing of the Offer

The Offer will be funded by equity contributions from investment affiliates of each of Starwood
Capital, Kerzner and Waterford Group and by debt facilities provided by Deutsche Bank and
JPMorgan Chase.

9. Information on the Consortium, BLB Investors and BLB Acquisition
{a) Starwood Capital

Starwood Capital is a privately held global investment management firm based in Greenwich,
Connecticut that specialises in real estate-related investments on behalf of select private and
institutional investor partners. Starwood Capital is a significant participant in the global real estate
markets.

Since its inception in 1991, Starwood Capital and its predecessors have specialised in real estate
investments on behalf of high net worth families, pension funds and other institutional investors.
During this period, Starwood Capital has completed over 300 transactions and Starwood Capital
and its affiliates have invested approximately US$2.6 billion of private and institutional capital for
transactions representing approximately US$8.0 billion worth of real estate and related assets.
Starwood Capital and its affiliates have specialised in building business enterprises around core real
estate portfolios, including: {a) the recapitalisation, reorganisation and expansion in 1995 of a real
estate investment trust in financial difficulty to become the company which is today known as
Starwood Hotels & Resorts Woerldwide, Inc, a leading global owner/operator of hotels, with
ownership of brands such as Sheraton, Westin, The St. Regis Luxury Collection and "W";
(b) contributing a substantial mezzanine debt portfolio to create the company which is today
known as iStar Financial, Inc., one of the leading publicly-owned finance companies in the US
focused on commercial real estate; and (c) the acquisition in 2003, in partnership with affiliates of
Goldman Sachs & Co., of National Golf Properties/American Golf Corporation, one of the largest
owner/operators of golf courses and related facilities in the US.

Starwood Capital's affilistes have significant existing real estate holdings in Rhode Island,
including: (8) a 290 unit, age-restricted residential development known as the Village at Mount
Hope Bay in Tiverton, located on approximately 106 acres, with estimated total project costs
exceeding US$175 million and to consist of town houses, condominiums and a2 marina; {b) the land
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under a 239,000 square feet multi-family project subject to a 99 year ground lease;
(¢) approximately 176,000 square feet of retail centres in Pawtucket and Middletown; and
(d) approximately 115,000 square feet of industrial and office property in East Providence.

Starwood Capital's most recent fund offering closed in February, 2002 with total capital of
US$567 million committed to affiliated co-investment funds. In its current investment vehicle,
SOF-VI, Starwood Capital is expanding its domestic and international platforms to make
investments in a variety of residential land development, senior housing, industrial, retail, mixed
use, golf and corporate transactions.

(b) Kerzner

Kerzner is a leading international developer and operator of destination resorts and casinos.
Kerzner's flagship brand is Atlantis, which includes Atlantis, Paradise island, a 2,317-room, ocean-
themed destination resort located on Paradise Island, The Bahamas. Atlantis, Paradise Island is a
unique destination resort featuring three inter-connected hotel towers built around a 7-acre
lagoon and a 34-acre marine environment that includes the world's largest open-air marine habitat
and is the home to the largest casino in the Caribbean. Kerzner is listed on the New York Stock
Exchange with a current equity market capitalisation of approximately US$1.35 billion.

In its luxury resort hotel business, Kerzner manages nine resort hotels primarily under the
One&Only brand. The resorts, featuring some of the top-rated properties in the world, are located
in The Bahamas, Mexico, Mauritius, the Maldives and Dubai.

As at 31st December, 2003, Kerzner had consolidated gross assets of approximately US$1.5 billion
(2002: US$1.4 billion). For the year ended 31st December, 2003, Kerzner had consclidated gross
revenues of US$585.0 million {2002: US$565.6 million) and consolidated net income of
approximately US$71.6 million (2002: U5$39.6 million). Kerzner continued to perform satisfactorily
in the first quarter of 2004,

More detailed financial information relating to Kerzner is contained in Appendix IV to this
document.

(¢} Waterford

Waterford is an operator and developer of gaming and hospitality properties in the United States,
With 27 properties throughout the United States, Waterford has experience operating a variety of
properties, including gaming facilities, full-service and resort properties, conference and
convention centres, all-suite hotels and limited services properties. One of these properties, which
opened in May, 2003, is located in Warwick, Rhode Island and was developed and constructed, and
is now owned and managed by affiliates of Waterford.

Since 1986, Waterford has been involved in the development of projects totalling more than
US$2 billion.

Together with the Mohegan Tribe of Indians of Connecticut, Kerzner and Waterford were
responsible for developing the Mohegan Sun Casino in Uncasville, Connecticut, one of the premier
casino destinations in the United States. Kerzner and Waterford together managed the Mohegan
Sun Casino until 31st December, 1999, at which time the Mohegan Tribe agreed to pay Kerzner and
Waterford a percentage of future gross revenues of the Mohegan Sun Casino in exchange for
relinquishing their management contract to the Mohegan Tribe. As a result of relinquishing the
management contract, Kerzner and Waterford no longer provide any management services to the
Mohegan Sun Casino and only expect to receive payments for a period of time as consideration for
having relinquished the management contract.

As at 31st December, 2003, Waterford had consolidated total assets of approximately
US5$210.6 million (2002: approximately US$163.0 million). For the year ended 31st December, 2003,
Waterford had consolidated total revenues of approximately US$38.4 million (2002: approximately
US$34.6 million} and consolidated net income of approximately US$1.8 million (2002:
approximately US$11.2 million).
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{b) Employment arrangements with LPR

The Wembley Directors have indicated that they are willing to act as the directors of LPR and he
responsible for the conduct of LPRI's defence against the Lincoln Park Litigation. Subject to any
applicable legal and/or regulatory requirements, the directors of LPR will receive remuneration
from LPR from the date upon which the Offer becomes or is declared unconditional in all respects
through to the date of distribution of any proceeds to the Independent Entity following the
conclusion of the Lincoln Park Litigation and the subsequent liquidation of LPR and LPRI (as
appropriate). This remuneration will be pro rata to their current annual remuneration from
Wembley {but with Claes Hultman being remunerated in accordance with the terms of his Supply
Agreement as Chairman), all as set out in paragraph 8 of Appendix V to this document, Foilowing
the conclusion of the Lincoln Park Litigation, Claes Hultman and Mark Elliott will receive bonuses of
£180,000 and £50,000 respectively from LPR.

12. Wembley Share Option Schemes

The Offer is being extended to any Wembley Shares which are allotted or issued as a result of the
exercise of options granted under the Wembley Share Option Schemes while the Offer remains
open for acceptance (or, subject to the provisions of the City Code, until such earlier date or dates as
BLB Acquisition may determine),

In the event that the Offer becomes or is declared unconditional in all respects, BLB Investors will
write to participants in the Wembley Share Option Schemes to Inform them of the effect of the
Offer on their rights under the Wembley Share Option Schemes and to make appropriate proposals
to them.

13. Wembley ADRs

Each outstanding Wembley ADS is evidenced by a Wembley ADR and represents four Wembley
Shares deposited pursuant to the Deposit Agreement. In order for a holder of Wembley ADRs to
participate in the Offer, the holder must (i) surrender (or in the case of a beneficial owner of
Wembley ADRs, arrange for the surrender by the registered owner of such Wembley ADRs) to the
Depositary such holder's Wembley ADRs for cancellation and delivery of the underlying Wembley
Shares from the Depaositary, pursuant to the Depositary’s customary procedures and upon payment
of any applicable fees of the Depositary and (if) upon receipt of such underlying Wembley Shares,
complete, sign and return the Form of Acceptance, and the Substitute Form W-9 accompanying the
Form of Acceptance printed on blue paper, as soon as possible and, in any event, 5o as to be received
by Capita IRG Plc by not later than 3.00 p.m. (London time) on 22nd May, 2004. If you are a
beneficial owner of Wembley ADRs held of record by or through a bank, broker, dealer or other
nominee and you wish to participate in the Offer, you should contact your bank, broker, dealer or
other nominee as soon as possible in order to arrange for the foregoing actions to be taken.

If you wish to cancel your Wembley ADRs and take delivery of the underlying Wembley Shares in
order to participate in the Offer, you should contact The Bank of New York's ADR cancellation desk
at (212) 815-2347 or (212) 815-2783 at The Bank of New York, 101 Barclay Street, 22nd Floor, New
York, New York 10286, as soon as possible.

If you have any questions on how to complete the Form of Acceptance, please telephone Capita IRG
Plc on +44 20 8639 2157 during normal business hours in London. Additiona! Forms of Acceptance
are available from Capita IRG Plc upon request.

Your attention is drawn to the procedure for accepting the Offer set out in paragraph 18 below.

18

0026



Waterford Group is a wholly-owned subsidiary of Waterford and directly holds 25 per cent. of BLB
Investors.

{d) BLB Investors

BLB Investors is a Delaware limited liability company, which is 37.5 per cent. owned by an
investment affiliate of Starwood Capital, 37.5 per cent. owned by an investment affiliate of Kerzner
and 25 per cent. owned by an.investment affiliate of Waterford. Due diligence analysis over the
past few weeks has encouraged Kerzner to increase its ownership interest in BLB investors. With a
better understanding of the potential of Wembleys Rhode Island and UK assets, Kerzner has
increased its equity interest in BLB Investors from 25 per cent. to 37.5 per cent. Starwood Capital’s
leadership and fiscal capabilities remain instrumental to BLB investors and are reflected in its 37.5
per cent. equity position. Waterford remains a 25 per cent. owner of BLB investors.

(e) BLB Acquisition

BLB Acquisition is an indirect wholly-owned subsidiary of BLB Investors, newly incorporated for the
specific purpose of making the Offer. BLB Acquisition has not traded since its date of incorporation,
nor has it entered into any obligations other than in connection with the Offer and the financing of
the Offer.

10. information on Wembley

Wembley is a track-based gaming business with operations in the United Kingdom and the United
States. In the United States, Wembley has operations in the states of Rhode Island and Colorado.
Wembley's principal venue is the Lincoln Park greyhound track in Rhode Island. In Colorado,
Wembley owns and operates three greyhound racing tracks and one horse racing track, together
with an off-track betting operation. At Lincoln Park, Wembley's strategy is to offer additional
gaming opportunities in the form of VLTs. In the United Kingdom, Wembley is the leading owner
and operator of greyhound tracks, with tracks in Wimbledon, Manchester, Birmingham, Oxford and
Portsmouth.

For the year ended 315t December, 2003, Wembley reported audited turnover from continuing
operations of £97.9 million {2002: £101.1 million) and audited operating profit from continuing
operations and before tax, interest and exceptional items of £35.3 million (2002: £39.3 million). As
at 31st December, 2003, Wembley had audited net assets of £188.0 million.

In a judgment delivered on 19th March, 2004, the presiding judge in the trial in Hong Kong relating
1o the termination of Wembley's contract to manage the Hong Kong Stadium found in favour of
Wembley and against the Hong Kong Secretary for Justice. Wembley was vindicated in all respects
in its decision to contest this termination. The judgment resulted in the award to Wembley of
damages of approximately £1.5 million. The reimbursement of costs will be assessed at a later stage.
The Hong Kong Secretary of Justice has 28 days from 22nd April, 2004 in which to lodge an appeal.

Further financial information relating to the Wembley Group is contained in Appendix 1!l to this
document.

11. Management and employees
(a) Employment arrangements with the Wembley Group

Following the Offer becoming or being declared unconditional in all respects, the Wembley
Directors and the other head office employees will be entitled to the monetary amounts described
in paragraph 8 of Appendix V to this document. The amounts due to the head office employees
who are not Wembley Directors will be paid within one month of the Offer becoming or being
declared unconditional in all respects and in accordance with arrangements that have been agreed
between BLB Investors and Wembley.

in respect of the management and employees within the rest of the Wembley Grbup, BLB Investors
has assured the Wembley Board that, upon the Offer becoming or being declared unconditional in
all respects, the existing employment rights, including pension rights, of all such management and
employees will be fully safeguarded.
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14, Inducement fee

As an inducement to BLB Investors to make the Offer, Wembley and BLB Investors have entered into
an agreement under which Wembley has agreed to pay BLB Investors an inducement fee in certain
circumstances. Wembley and BLB Investors have agreed that an inducement fee of one per cent. of
the value of the Offer {without ascribing any value to the LPR Entitlements) will be payable in the
event that:

(8) the unanimous recommendation made by the Wembley Board in respect of the Offer is not
given or is withdrawn (other than in circumstances where it is withdrawn as a result of and, in
Wembley's reasonable opinion, because of the act or omission of BLB Acquisition and/or BLB
Investors), and subsequently the Offer lapses or is withdrawn in accordance with its terms; or

{b) atakeover proposal is made by a third party unconnected with Wembley which subsequently
becomes or is declared unconditional in all respects or is otherwise completed or
implemented. For these purposes, takeover proposal means any offer {as defined in the City
Code) for Wembley or other business combination involving the acquisition of contro! (as
defined in section 840 Income and Corporation Taxes Act 1988) of Wembley or of all or a
material part of the assets of Wembley (including, without limitation, the gaming and
entertainment business located at Lincoln Park, Rhode Island),

provided that the inducement fee payable to BLB Investors shall be reduced by an amount equal to
any inducement fee payable by Wembley to MGM MIRAGE under an agreement dated 23rd
January, 2004, as amended on 8th April, 2004, In the event that an inducement fee is payable to
MGM MIRAGE and a takeover proposal is made by a third party unconnected with Wembley which
subsequently becomes or is declared unconditional in all respects or is ctherwise completed or
implemented, then the inducement fee payable by Wembley to BLB Investors will be one per cent.
of the value of Wembley by reference to that third party takeover proposal {without ascribing any
value to the LPR Entitlements) less an amount equal to the inducement fee payable by Wembley to
MGM MIRAGE.

15. Caompulsory acquisition and cancellation of listing of Wembley Shares

Subject to the Offer becoming or being dedared unconditional in all respects, if sufficient
acceptances are received under the Offer, BLB Acquisition intends to:

{a) apply the procedures set out in sections 428 to 430F of the Companies Act to acquire
campulsorily any outstanding Wembley Shares to which the Offer relates on the same terms as
the Offer; and

{b) procure that Wembley applies to the UKLA for cancellation of the listing of the Wembley
Shares on the Official List and to the London Stock Exchange for admission to trading of the
Wembley Shares to be cancelled.

it is anticipated that the cancellation of Wembley's listing and admission 1o trading will take effect
no earlier than the expiry of 20 business days after the date on which the Offer becomes or is
declared unconditional in all respects.

16. Taxation
A. United Kingdom taxation

The following paragraphs, which are intended as a general guide only, are based on current UK
legislation and UK Infand Revenue practice. You are warned that levels and bases of taxation can
change. These paragraphs summarise certain limited aspects of the UK taxation treatment of the
acceptance of the Offer, and they relate only to the position of individual and corporate Wembley
Shareholders who hold their Wembley Shares beneficially as an investment, otherwise than undera
personal equity plan or an individual savings account (1SA), and who are resident or ordinarily
resident in the UK for taxation purposes (except in so far as express reference is made to the
treatment of non-UK residents). If you are in any doubt as to your taxation position or if you are
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subject to taxation in any jurisdiction other than the UK, you should consult an appropriate
professional adviser immediately.

(2)

{b)

UK taxation on chargeable gains - cash

To the extent that a Wembley Shareholder receives cash under the Offer (other than pursuant
to the LPR Entitlement, as to which see below), this will constitute a disposal or part-disposal
of a Wembley Shareholder’s Wembley Shares for the purposes of UK taxation on chargeable
gains. Such a disposal or part-disposal may, depending on the Wembley Shareholder's
individual circumstances (including the availability of exemptions, reliefs and aflowable
losses), give rise to a liability to UK taxation on chargeable gains.

{i} Corporation tax payers

In the case of a Wembley Shareholder which is within the charge to UK corporation tax
on 2 disposal of its Wembley Shares for cash, such Wembley Shareholder should be
entitled to an indexation allowance.

{il Other UK taxpayers

The indexation allowance is only available to other UK taxpayers {not being corporation
tax payers) for periods of ownership before April, 1998. “Taper relief” may be available
to reduce the amount of the gains subject to tax by reference to the Wembley
Shareholder’s period of ownership after 5th April, 1998.

UK taxation on chargeable gains ~ LPR Loan Notes and LPR Cash Alternative

Deferred Proceeds

Wembley Shareholders will receive any LPR Entitiements in the form of LPR Loan Notes, unless
they are a Restricted Person or they elect for the LPR Cash Alternative.

LPR Loan Notes

A Wembley Shareholder who, alone or together with persons connected with him or her,
holds no more than 5 per cent. of the shares in Wembley and whose LPR Entitiement is
satisfied by LPR Loan Notes should be treated in the following way. Provided such a
shareholder makes an election pursuant to section 138A of the Taxation of Chargeable Gains
Act 1992 (a section 138A election), no disposal will occur for the purposes of UK taxation of
chargeable gains at the time of the receipt of the LPR Entitlement, or on the issue of any LPR
Loan Notes.

For an individual or other non-corporate Wembley Shareholder, the LPR Loan Notes should
not constitute qualifying corporate bonds. The LPR Entitlement, and subsequently the LPR
Loan Notes, should (provided a section 138A election is made) be treated as the same asset
and as having been acquired at the same time as the appropriate proportion of the Wembley
Shares they replace. On a subsequent disposal of the LPR Entitlement or of all or any of the LPR
Loan Notes (including on redemption) a liability to UK taxation on chargeable gains may arise
depending on individual circumstances.

For a Wembley Shareholder within the charge to corporation tax, the treatment will be as
described above in relation to non-corporate holders, save that the LPR Loan Notes will be
qualifying corporate bonds for the purposes of UK taxation of chargeable gains. As a result,
any gain or loss that would otherwise have arisen on a disposal of the LPR Entitlement at the
time of receipt of the LPR Loan Notes will be “held over” into the LPR Loan Notes and
crystallise on their subsequent disposal (including on redemption). Furthermore, no
indexation allowance will be available for the period of ownership of the LPR Loan Notes and,
except to the extent that any gain or loss was “held over” into the LPR Loan Notes, no
chargeable gain or allowable loss will arise on a disposal of the LPR Loan Notes.
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(d)

(e)

A Wembley Shareholder who, alone or together with persons connected with him or her,
holds more than 5 per cent. of the shares in Wembley, will be eligible for the treatment
described in the preceding paragraphs only if the issue of the LPR Entitlement in exchange for
Wembley Shares and any subsequent issue of LPR Loan Notes is effected for bona fide
commercial reasons and not for tax avoidance purposes, Such Wembley Shareholders are
advised that an application for clearance will be made under section 138 of the Taxation of
Chargeable Gains Act 1992 seeking confirmation that the inland Revenue is satisfied as to
these matters.

if a section 138A election is not made then, subject to what is said below, an immediate part
disposal of Wembley Shares (for a consideration equal to the market value of the
LPR Entitlement), will occur for the purposes of UK taxation of chargeable gains and a liability
to tax may therefore arise at the time the Offer becomes unconditional. A further disposal
{being a disposal of the LPR Entitlement} would then also occur on receipt of any LPR Loan
Notes, for a consideration equal to the value of the LPR Loan Notes. If a Wembley
Shareholder is in any doubt as to what action to take, he or she should consult an appropriate
independent professional adviser. Wembley Shareholders are advised that a section 138A
election must be made by way of a notice to the inland Revenue. In the case of individual
Wembley Shareholders such election must be made by the first anniversary of 31st January
immediately after the end of the tax year in which the Offer becomes unconditional. This
date is expected to be 31st January, 2007. Corporate Wembley Shareholders must make the
election within the period of two years from the end of the accounting period in which the
Offer becomes unconditional.

LPR Cash Alternative

To the extent that a Wembley Shareholder elects that his or her LPR Entitlements should be
satisfied in cash, or is otherwise to receive cash by virtue of being a Restricted Person, he or she
will be treated, for the purposes of UK taxation of chargeable gains, as making a part disposal
of his or her Wembley Shares at the time the Offer becomes unconditional, for a consideration
equal to the market value of his or her LPR Entitlement. A liability to tax may therefore arise
at that time,

A further disposal {being a disposal of the LPR Entitlements) would occur on receipt of any
cash pursuant to the LPR Entitlements, for a consideration equal to the cash received. The
allowable original cost of the LPR Entitlement would be determined by reference to the
market value of the LPR Entitlements when received at the time the Offer becomes
unconditional,

Other direct tax matters

Special tax provisions may apply to Wembley Shareholders who have acquired or acquire their
Wembley Shares by exercising options under the Wembley Share Option Schemes, including
provisions imposing a charge to income tax.

Stamp duty and stamp duty reserve tax (SDRT}

No stamp duty or SDRT will be payable by Wembley Shareholders as a resuit of accepting the
Offer.

fnterest on the LPR Loan Notes

The gross amount of the interest wili form part of the recipient’s income for the purposes of
United Kingdom income tax or corporation tax.

A disposal of LPR Loan Notes may give rise to a tax liability for Wembley Sharehoiders on an
amount representing interest accrued on the LPR Loan Notes at the date of disposal.
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(b)

capital losses is subject to significant limitations, If the value of the LPR Entitlements cannot
reasonably be ascertained at the time of the Offer becoming or being declared unconditional
in all respects, it is possible that the full amount realised by US Holders will not be known until
such value can be ascertained. This may cause the recognition of some portion of gain or loss
to be deferred under the “open transaction” doctrine. US Holders should consult their own tax
advisors as to the availability of the "open transaction” doctrine and the timing of the
reccgnition of gain or loss thereunder.

A US Holder's initial tax basis in the Wembley Shares will generally be the United States dollar
value of the pound sterling denominated purchase price determined on the date of purchase.
A cash basis US Holder, or, if it elects, an accrual basis US Holder, will determine the dollar value
of the cost of such Wembley Shares by translating the amount paid at the spot rate of
exchange on the settlement date of the purchase.

A US Holder that receives pounds sterling pursuant to the Offer will realise an amount equal
to the US dollar value of the pounds sterling on the date of sale (or in the case of cash basis and
electing accrual basis taxpayers, the US dollar value of the pounds sterling on the settlement
date). If a US Holder receives pounds sterling upon asale or exchange of Wembley Shares, gain
or loss, if any, recognised on the subsequent sale, conversion or disposition of such pounds
sterling will be ordinary income or loss, and will generally be income or loss from sources
within the United States for foreign tax credit limitation purposes. However, if such pounds
sterling are converted into US dollars on the date received by the US Holder, a cash basis or
electing accrual US Holder should not recognise any gain or loss on such conversion.

in addition, the LPR Entitiements paid by BLB Acquisition may partially be characterised as
interest for US federal income tax purposes, The fair market value of the LPR Entitlements to
be paid to a Wembley Shareholder in the future, minus the present value of such LPR
Entitlements to be paid in the future (discounted at the applicable federal! rate to the date the
Wembley Shares were exchanged) may be treated as interest. The payment of such amount
treated as interest to Non-US Holders may be subject to US withholding tax unless the Non-Us
Holder can establish its entitiement to an exemption from such withholding tax under the
“portfolic interest exemption” or under an income tax treaty. The income tax treaty between
the United Kingdom and the United States exempts interest payments from US withholding
taxes. US Holders must include the amount treated as interest as ordinary income for US
federal income tax purposes.

Subject to the discussion below under “Backup Withholding and Information Reporting”, and
subject to the discussion above with respect to the possibility that a portion of the gain would
be recharacterised as interest, 8 Non-US Holder generally will not be subject to US federal
income or withholding tax on any gain realised on the sale or exchange of Wembley Shares
unless: (a) that gain is effectively connected with the conduct by that Non-US Holder of a trade
or business within the United States, (b) in the case of any gain realised by an individual
Non-US Holder, that holder is present in the United States for 183 days or more in the taxable
year of the sale or exchange and certain other conditions are met, or {¢) Wembley is treated as
a "US Real Property Holding Corporation” {(USRPHC) as that term is defined by Section 897 of
the Code. In this regard, Wembley would generally be treated as a USRPHC if the fair market
value of each of its US real property interests equals or exceeds 50 per cent. of the fair market
value of the sum of: {i) its US real propenrty interests; (ii) its interests in real property located
outside the United States; and (iii) any other of its assets which are used or held for use in a
trade or business.

Payments under the LPR Loan Notes to Non-US Holders

Subject to the discussion below under the heading "Backup Withholding and information
Reporting”, payments of principal of, and interest on, any LPR Loan Note to a Non-US Holder,
should not be subject to any US withholding tax provided that the beneficial owner of the
LPR Loan Note provides certification completed in compliance with applicable statutory and
regulatory requirements or an exemption is otherwise established. If, on the date the LPR
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B. United States federal income taxation

The following summary describes certain US federal income tax consequences of accepting the
Offer. This summary addresses only US federal income tax considerations of Wembley Shareholders
that hold Wembley Shares as capital assets. It does not purport to be a comprehensive description of
ail the tax considerations that may be relevant to a decision to accept the Offer. In particular, this
summary does not address tax considerations applicable to holders that may be subject to special
tax rules including, ‘without limitation, the following: (a) financial institutions; (b) insurance
companies; (c) dealers or traders in securities or currencies; (d) tax-exempt entities; (g) persons that
hold Wembley Shares as part of a "hedging" or “conversion” transaction or as a position in a
“straddle” or as part of a “synthetic security” or other integrated transaction for US federal income
tax purposes; (f) persons that have a “functional currency” other than the US dollar; (g} persons that
own (or are deemed to own) 10 per cent. or more (by voting power) of Wembley’s share capital;
{h) regulated investment companies; and {i) persons who hold Wembley Shares through
partnerships or other pass-through entities. This summary does not address alternative minimum
tax consequences or any state and local tax consequences. Further, this summary does not address
any tax consequences applicable to holders of equity interests in a holder of Wembley Shares.

This summary is based on the Internal Revenue Code of 1986, as amended (the Code), US Treasury
regulations and judicial and administrative interpretations thereof, in each case, as in effect and
available on the date of this document. All of the foregoing is subject to change, which change
could apply retroactively and could affect the tax consequences described below.

This summary of US federal income tax consequences, set out below, is for informational purposes
only. Each Wembley Shareholder should consult its own tax advisor with respect to the US federal,
estate, state, local, gift and other tax consequences of accepting the Offer.

For purposes of this summary a US Holder is a beneficial owner of Wembley Shares that is, for
US federal income tax purposes: (a) a citizen or resident of the United States; {b) a corporation
created or organised in or under the laws of the United States or any state thereof (including the
District of Columbia); (¢} an estate, the income of which is subject to US federal income taxation
regardless of its source; or (d) a trust if (i) a court within the United States is able to exercise primary
supervision over its administration and one or more United States persons have the authority to
controi all of the substantial decisions of such trust or (ii) the trust has a valid election in effect
under applicable US Treasury regulations to be treated as a United States person. If a partnership
holds Wembley Shares, the consequences to a partner will generally depend upon the status of the
partner and upon the activities of the partnership. A partner of a partnership holding Wembley
Shares should consult its own tax advisor. A Non-US Holder is a beneficial owner of Wembley Shares
that is not a US Holder.

Further, the following analysis assumes that Wembley is not a "passive foreign investment
company”, as that term is defined in Section 1297 of the Code or a “foreign personal holding
company”, as that term is defined in Section 552 of the Code. )

Finally, the analysis below is based on the understanding that no “US shareholders”, as that term is
defined in Section 951(b) of the Code, own, either directly or through attribution, in the aggregate
more than 50 per cent. of the vote or vaiue of Wembley, which would cause Wembley to be a
"controlled foreign corporation” as that term is defined by Section 857(a) of the Code.

(a) Exchange of Wembley Shares pursuant to the Offer

The receipt of consideration in exchange for Wembley Shares pursuant to the Offer will be
taxable as a sale or exchange for US federal income tax purposes. Accordingly, & US Holder will
generally recognise a gain or loss for US federal income tax purposes in an amount equal to
the difference between the US dollar value of the amount realised from such sale or exchange
and the US Holder's tax basis in such Wembley Shares. Such gain or loss will be a capital gainor
loss and will be long-term capital gain {taxable at a reduced rate for individuals, trusts or
estates) if the Wembley Shares were held for more than one year. Any such gain or loss would
generally be treated as gain or loss from sources within the United States. The deductibility of
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Loan Notes are issued, the applicable federal rate for US tax purposes is above LIBOR minus 0.5
per cent, an amount of principal may be characterised as interest for US tax purposes and may
be subject to US withholding tax unless the Non-US Holder can establish its entitlement to an
exemption from such withholding tax under the “portfolio interest exemption” or under an
income tax treaty.

Subject to the discussion below under "Backup Withholding and Information Reporting®, a
Non-US Holder generally will not be subject to US federal income or withholding tax on any
gain realised on the sale, exchange or retirement of an LPR Loan Note, unless {a) that gain is
effectively connected with the conduct by that non-US Holder of a trade or business within the
United States, or (b} in the case of any gain realised by an individual Non-US Holder, that
holder is present in the United States for 183 days or more in the taxable year of the sale,
exchange or retirement and certain other conditions are met.

(¢ Backup Withholding and Information Reporting

Backup withholding and information reporting requirements may apply to certain payments
to US Holders of proceeds of a sale or exchange of a Wembley Share. BLB investors, its agent, a
broker, or any paying agent, as the case may be, may be required to withhold tax from any
payment that is subject to backup withholding if the US Holder fails (a) to furnish the US
Holder’s taxpayer identification number, (b) to certify that such US Holder is not subject to
backup withholding or (¢) to otherwise comply with the applicable requirements of the
backup withholding rules. Certain US Holders {including, among cthers, corporations) are not
subject to the backup withholding and information reporting requirements. Non-US Holders
who hold their Wembley Shares through & US broker or agent or through the US office of a
non-US broker or agent may be required to comply with applicable certification proceduresto
establish that they are not US Holders in order to avoid the application of such information
reporting requirements and backup withhoiding. Backup withholding is not an additional tax.
Any amounts withheld under the backup withholding rules from a payment to a US Holder
generally may be claimed as a credit against such US Holder’s US federal income tax lability
provided that the required information is furnished to the Internal Revenue Service.

Wembley Shareholders should consult their own tax advisors as to their qualification for
exemption from backup withholding and the procedure for obtaining this exemption.

17. Overseas Shareholders

The attention of Wembley Shareholders who are citizens or residents of jurisdictions outside the
United Kingdom or the United States or who are holding shares for such citizens or residents and
any person (including, without limitation, any nominee, custodian or trustee) who may have an
obligation to forward any document in connection with the Offer outside the United Kingdom or
the United States is drawn to paragraph 6 of Part B and to Part C of Appendix | to this document and
to the relevant provisions of the Form of Acceptance, which they should read before taking any
action.

The Offer is not being made, directly or indirectly, in or into Australia, Canada or Japan.
Accordingly, any accepting Wembley Shareholder who is unable to give the warranties set out in
paragraph (c} of Part C of Appendix | to this document may be deemed not to have validly accepted
the Offer.

The availability of the Offer to persons not resident in, or solely-subject to the jurisdiction of, the
United Kingdom or the United States may be affected by the laws of their relevant jurisdiction.
Persons who are subject to the laws of any jurisdiction other than the United Kingdom or the
United States should inform themselves about, and observe, any applicable legal or regulatory
requirements of their jurisdiction. If you remain in any doubt you should consult your professional
adviser in the relevant jurisdiction without delay.
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18.

Procedure for accepting the Offer

This section should be read in conjunction with the Form of Acceptance and Parts B and C of
Appendix 1 to this document. The instructions on the Form of Acceptance are deemed to be part of
the terms of the Offer.

(a

(o)

©

Completion of Form of Acceptance

You should note that if you hold Wembley Shares in both certificated and uncertificated form
{(that is, in CREST) you should complete a separate Form of Acceptance for each holding. In
addition, you should complete separate Forms of Acceptance for Wembley Shares held in
uncertificated form, but under different member account IDs, and for Wembley Shares held in
certificated form but under different designations. If you have any queries as to how to
complete the Form of Acceptance, please telephone Capita IRG Plc on 0870 162 3100 {or +44
20 8639 2157, if telephoning from outside the UK) during normal business hours. Additional
Forms of Acceptance are available from Capita IRG Plc upon request.

{i)  To accept the Offer in respect of all your Wembley Shares

To accept the Offer in respect of all your Wembley Shares, you must complete Boxes 1
and 2 (and, if your Wembley Shares are in CREST, Box 6) of the enclosed Form of
Acceptance, |f appropriate, you should also complete Boxes 5 and/or 7. In all cases, you
must sign Box 4 of the enclosed Form of Acceptance in the presence of an independent
witness, who should also sign in accordance with the instructions printed on the Form
of Acceptance.

{if}  To accept the Offer in respect of less than all your Wembley Shares

To accept the Offer in respect of less than all your Wembley Shares, you must insert in
Box 1 on the enclosed Form of Acceptance such lesser number of Wembley Shares in
respect of which you wish to accept the Offer in accordance with the instructions printed
thereon. You should then follow the procedure set out in paragraph (i) above in respect
of such lesser number of Wembley Shares. if you do notinsert a number in Box 1 of the
Form of Acceptance or if you insert in Box 1 a number which is greater than the number
of Wembley Shares than you hold and you have signed Box 4, your acceptance will be
deemed to he in respect of all the Wembley Shares held by you.

(iii) To elect for the LPR Cash Alternative

Unless you are a Restricted Person (in which case you will receive your LPR Entitlement in
cash), you can elect, when accepting the Offer, to receive any LPR Entitlement in cash
under the LPR Cash Alternative instead of LPR Loan Notes. To elect for the LPR Cash
Alternative in respect of all of your Wembley Shares, you must complete Boxes 1,2 and 3
and, if appropriate, Boxes 5, 6 and 7 of the Form of Acceptance. You must also sign Box 4
of the Form of Acceptance as described above.

Return of Form of Acceptance

To accept the Offer, the completed, signed and witnessed Form of Acceptance should be
returned, whether or not your Wembley Shares are held in CREST. The completed Form of
Acceptance should be returned by post or by hand {during normal business hours) to Capita
IRG Plc at Corporate Actions, P.O. Box 166, The Registry, 34 Beckenham Road, Beckenham,
Kent BR3 4TH together (if your Wembley Shares are in certificated form, subject to
paragraph (d) below) with the relevant share certificate(s) and/or other document(s) of title as
soon as possible, but in any event so as to be received by not later than 3.00 p.m. (London
time) on 22nd May, 2004. A reply-paid envelope for use in the UX only is enclosed for your
convenience. No acknowledgement of receipt of documents will be given by or on behalf of
BLB Acquisition.
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(d)

{e)

Any Form of Acceptance received in an envelope post-marked in Australia, Canada or Japan,
or otherwise appearing to BLB Acquisition or its agents to have been sent from any of these
jurisdictions may be rejected as an invalid acceptance of the Offer. For further information on
Overseas Shareholders, see paragraph 17 above.

Documents of title

If your Wembley Shares are in certificated form, a completed, signed and witnessed Form of
Acceptance should be accompanied by the relevant share certificates(s) and/or other
document(s) of title. If for any reason the relevant share certificate(s) and/or other
document(s) of title is/fare not readily available or is/are lost, you should nevertheless
complete, sign and return the Form of Acceptance as stated above so as to be received by
Capita IRG Plc at the address referred to in paragraph (¢) above as soon as possible, but in any
event by not later than 3.00 p.m. {London time) on 22nd May, 2004, You should send with the
Form of Acceptance any share certificates(s) and/or other document(s) of title which you may
have available, accompanied by a letter stating that the remaining documents will follow as
soon as possible or that you have lost one or more of your share certificate(s) and/or other
document(s} of title. You should then arrange for the relevant share certificate(s) and/or other
document(s) of title to be forwarded as soon as possible. If you have lost your share
certificate(s) andfor other document(s) of title, you should write as soon as possible to
Wembley's registrars, Computershare investor Services PLC at P.O. Box 82, The Pavilions,
Bridgwater Road, Bristol BS99 7NH requesting a letter of indemnity for the lost share
certificate(s) and/or other document(s) of title which, when completed in accordance with the
instructions given, should be returned by post or by hand to Capita IRG Plc at the address given
in paragraph (c) above.

Additional procedures for Wembiey Shares in uncertificated form (that is, in CREST)

If your Wembley Shares are in uncertificated forms, you should insert in Box 6 of the enclosed
Form of Acceptance the participant ID and member account ID under which such shares are
held by you in CREST and otherwise complete and return the Form of Acceptance as described
above. In addition, you should take (or procure to be isken) the action set out below to
transfer the Wembley Shares in respect of which you wish to accept the Offer to an escrow
balance (that is, send a TTE instruction) specifying Capita IRG Plc (in its capacity as a CREST
participant under its participant ID referred to below) as the Escrow Agent, as soon as possible
and in any event so that the transfer to an escrow balance settles no later than 3.00 p.m.
(London time) on 22nd May, 2004.

If you are a CREST sponsored member, you should refer to your CREST sponsor before taking
any action. Your CREST sponsor will be able to confirm details of your participant ID and the
member account {D under which your Wembley Shares are held. In addition, only your CREST

- sponsor will be able to send the TTE instruction to CRESTCo in relation to your Wembley

Shares.

You should send (or, if you are a CREST sponsored member, procure that your CREST sponsor
sends) a TTE instruction to CRESTCo which must be properly authenticated in accordance with
CRESTCo’s specifications and which must contain, in addition to the other information that is
required for a TTE instruction to settle in CREST, the following details:

* the number of Wembley Shares to be transferred to an escrow balance;

+ your member account ID; this must be the same member account ID as the member account
ID that is inserted in Box 6 of the Form of Acceptance;

* your participant ID; this must be the same participant ID as the participant ID that is inserted
in Box 6 of the Form of Acceptance;

* the participant ID of the Escrow Agent (namely Capita IRG Pl¢, in its capacity as a CREST
escrow agent); this is RA10;
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» the member account ID of the Escrow Agent; for the purposes of the Offer, this is WEMBLEY;

* the Form of Acceptance reference number; this is the reference number that appears next
to Box 6 on page 3 of the Form of Acceptance; this reference number should be inserted in
the first eight characters of the shared note field on the TTE instruction. Such insertion will
enable Capita IRG Plc to match the transfer to escrow to your Form of Acceptance; you
should keep a separate record of this reference number for future reference;

than 3.00 p.m. {London time) on 22nd May, 2004;

the corporate action number for the Offer; this is allocated by CRESTCo and can be found by
viewing the relevant corporate action details in CREST;

* the corporate action ISIN number; this is GB000948251; and
* the standard TTE delivery instructions with a priority of 80.

After settlement of the TTE instruction, you will not be able to access the Wembley Shares
concerned in CREST for any transaction or charging purposes {subject t¢ the provisions of
paragraph 3 of Part B of Appendix | to this document) unless the Offer lapses. {f the Offer
becomes or is declared unconditional in all respects, the Escrow Agent will transfer the
Wembley Shares concerned to itself in accordance with paragraph f of Part C of Appendix | to
this document, ’

You are recommended to refer to the CREST manual published by CRESTCo for further
information on the CREST procedures outlined above. For ease of processing, you are
requested, wherever possible, to ensure that a Form of Acceptance relates to only one transfer
to an escrow balance.

If no Form of Acceptance reference number, or an incorrect Form of Acceptance reference
number, is included on the TTE instruction, BLB Acquisition may treat any amount of Wembley
Shares transferred o an escrow balance in favour of the Escrow Agent specified above from
the participant ID and member account {D identified in the TTE instruction as relating to any
Form(s) of Acceptance which relate(s) to the same participant D and member account (D (up
to the amount of Wembley Shares inserted or deemed to be inserted on the Form(s) of
Acceptance concerned).

You should note that CRESTCo does not make available special procedures in CREST for any
particular corporate action. Normal system timings and limitations will therefore apply in
connection with a TTE instruction and its settlement. You should therefore ensure that all
necessary action is taken by you (or by your CREST sponsor} to enable a TTE instruction
relating to your Wembley Shares to settle prior to 3.00 p.m. {London time) on 22nd May, 2004,
in this regard, you are referred in particular to those sections of the CREST manual concerning
practical limitations of the CREST system and timings.

BLB Acquisition will make an appropriate announcement if any of the details contained in this
paragraph (e) alter for any reason.

Deposits of Wembley Shares into, and withdrawals of Wembiey Shares from CREST

Normal CREST procedures (including timings) apply in relation to any Wembley Shares that
are, or are to be, converted from uncertificated to certificated form, or from certificated to
uncertificated form, during the course of the Offer (whether any such conversion arises as a
result of a transfer of Wembley Shares or otherwise). Holders of Wembley Shares who are
proposing so to convert any such shares are recommended to ensure that the conversion

procedures are implemented in sufficient time to enable the person holding or acquiring the

Wembley Shares as a result of the conversion to take all necessary steps in connection with an
acceptance of the Offer (in particular, as regards delivery of share certificate(s) or other
documents of title or transfers to an escrow balance as described above) prior to 3.00 p.m.
{London time)} on 22nd May, 2004.
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{g) Validity of acceptances

Without prejudice to Parts B and C of Appendix | to this document, BLB Acquisition reserves
the right, subject to the terms of the Offer and the City Code, to treat as valid any acceptance
of the Offer which is not entirely in order or which is not accompanied by the relevant TTE
instruction or (as applicable) the relevant share certificate(s) and/or other document(s) of title.
In that event, no payment of cash under the Offer will be made until after the relevant TTE
instruction has settled or (as applicable) the relevant share certificate(s) and/or other
document(s) of title or indemnities satisfactory to BLB Acquisition or its agents have been
received.

If you are in any doubt as to the protedure for acceptance, please contact Capita IRG Plc by
telephone on 0870 162 3100 (or +44 20 8639 2157, if telephoning from outside the UK) during
normal business hours or at the address stated in paragraph (c) above. You are reminded that,
if you are a CREST sponsored member, you should contact your CREST sponsor before taking
any action.

(h) US Holders of Wembley Shares

US Holders of Wembley Shares should properly complete the Substitute Form W-9
accompanying the Form of Acceptance printed on blue paper and sent to holders of Wembley
Shares with addresses in the United States, including furnishing a taxpayer identification
number. Any US Holder of Wembley Shares who does not provide a correct taxpayer
identification number may be subject to a US$50 penalty by the US Internal Revenue Service
and the cash payments that are made to such holder with respect to the tendered Wembley
Shares may be subject to backup withholding. If you are a US Holder and have not received a
Substitute Form W-9, you may obtain one by contacting Capita IRG Plc as detailed in the Form
of Acceptance.

19, Settlement
The seftlement procedure with respect to the Offer will comply with the rules of the City Code.

Subject to the Offer becoming or being dedlared unconditional in all respects (and except as
provided in paragraph 6 of Part B of Appendix | to this document in the case of certain Overseas
Shareholders), settlement of the consideration to which any Wembley Shareholder (or the first
named shareholder in the case of joint holders) is entitled under the Offer will be effected: (i) in the
case of acceptances received, complete in all respects, by the date on which the Offer becomes or is
declared unconditional in all respects, within 14 days of such date; and (i) in the case of acceptances
received, complete in all respects, after such date but while the Offer remains open for acceptance,
within 14 days of such receipt, and in either case in the following manner:

(a) Wembley Shares in uncertificated form (that is, in CREST)

Where an acceptance relates to Wembley Shares in uncertificated form, settlement of any
cash consideration to which the accepting Wembley Shareholder is entitled will be posted or
despatched by means of CREST by BLB Acquisition procuring the creation of an assured
payment obligation in favour of the accepting Wembley Shareholder’s payment bank in
respect of the cash consideration due, in accordance with the CREST assured payment
arrangements.

BLB Acquisition reserves the right to settle all or any part of the consideration referred to in
this paragraph (a), for all or any accepting Wembley Shareholders, in the manner referred to
in paragraph (b} below, if, for any reason, it wishes to do so.

(b) Wembley Shares in certificated form

Where an acceptance relates to Wembley Shares in certificated form, settlement of any cash
due will be despatched {but not in or into Australia, Canada or Japan) by first class post {or by
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such other method as may be approved by the Panel}. All such cash payments will be made in
pounds sterling by cheque drawn on a branch of a UK clearing bank.

if the Offer does not become and/or is not declared unconditional in all respects (i} share
certificates and/or other document(s} of title will be returned by post {(or by such other
method as may be approved by the Panel) within 14 days of the Offer lapsing to the person or
agent whose name and address {outside Australia, Canada or Japan) is set out in Box 2, or, if
appropriate, Box 5 of the Form of Acceptance or, if none is set out, to the first-named holder at
his or her registered address (outside Australia, Canada or Japan) and (ii) in the case of
Wembley Shares in uncertificated form, the Escrow Agent will, immediately after the lapsing
of the Offer (or within such longer period not exceeding 14 days after the lapsing of the Offer
as the Panel may approve), give the instructions to CRESTCo to transfer all Wembley Shares
held in escrow balances in relation to which it is the Escrow Agent for the purposes of the
Offer to the original available balances of the Wembley Shareholders concerned.

All communications, notices, certificates, documents of title and remittances sent by or to Wembley
Shareholders or their appointed agents will be delivered by, or sent to or from, them; or their
appointed agents, at their own risk.

20. Further information

Your attention is drawn to the further information relating to the Offer set out in Appendices I to V
to this document and in the Form of Acceptance.

21. Action to be taken

To accept the Offer, you must complete the enclosed Form of Acceptance (whether or not your
Wembley Shares are held in CREST) in accordance with the instructions printed thereon and return
it (together with your share certificate and other document(s) of title if your Wembley Shares are
In certificated form) by post or by hand (during normal business hours) to Capita IRG Ple at
Corporate Actions, PO. Box 166, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TH as
soon as possible but, in any event so as to be received by no later than 3.00 p.m. (London time) on
22nd May, 2004.

Yours faithfuily,
for and on behalf of

JPMorgan
Murray Orr Edward Banks
Managing Director Managing Director
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APPENDIX |
Conditions and‘furthe'r terms of the Offer

PART A: CONDITIONS OF THE OFFER
The Offer is subject to the following conditions:

(a)

(b)

(©

valid acceptances of the Offer being received (and not, where permitted, withdrawn) by
3.00 p.m. (London time} on 22nd May, 2004 (the First Closing Date) or such later time(s) and/or
date(s) as BLB Acquisition may, subject to the rules of the City Code, decide in respect of not
less than 90 per cent. in nominal value {or such lesser percentage as BLB Acquisition may
decide) of the Wembley Shares to which the Offer relates, provided that this condition will not
be satisfied unless BLB Acquisition and/or its holding company and/or any of its wholly-owned
subsidiaries shall have acquired, or agreed to acquire, pursuant to the Offer or otherwise,
Wembley Shares carrying, in aggregate, more than 50 per cent. of the voting rights normally
exercisable at a general meeting of Wembley including, for this purpose (to the extent, if any,
required by the Panel), any such voting rights attaching to any Wembley Shares that are
unconditionally allotted or issued before the Offer becomes or is declared unconditional as to
acceptances whether pursuant to the exercise of any outstanding subscription or conversion
rights or otherwise, and for the purposes of this condition:

(i) Wembley Shares which have been unconditionally allotted but not issued shall be
deemed to carry the voting rights they will carry on issue; and

(i) the expression Wembley Shares to which the Offer relates shall be construed in
accordance with sections 428 to 430F of the Companies Act;

it being established, in terms satisfactory to BLB Acquisition (acting reasonably}, that the
Offer, or any aspect thereof, will not be referred to the Competition Commission provided
that, if a request to the European Commission is made by the competent authorities of one or
more Member States under Article 22(3) of Council Regulation {EEC) 4064/89 (as amended by
Council Regulation (EC) 1310/97) (the Merger Regulation) and is accepted by the European
Commission, then this paragraph (b) shall only be satisfied if:

(i} itisestablished, interms satisfactory to BLB Acquisition (acting reasonably), that it is not
the intention of the European Commission to initiate proceedings under Articie 6(1)(c)
of the Merger Regulation; and

(i) to the extent that the competent authorities of the United Kingdom retain jurisdiction
over any aspect of the proposed acquisition of Wembley by BLB Acquisition, it is
established, in terms satisfactory to BLB Acquisition (acting reasonably), that the
proposed acquisition of Wembley by BLB Acquisition, or any matter arising from that
acquisition, will not be referred to the Competition Commission;

in relation to the Lincoln Park Business:

(i) the Rhode Island Lottery Commission, the Rhode Island Department of Business
Regulation and all other relevant state and federal regulators having confirmed, on
terms reasonably satisfactory to BLB Acquisition and Wembley, that, upon the Offer
becoming or being declared unconditional in all respects, ail material licences and other
operating authorities (however denominated) necessary for the operation of the Lincoln
Park Business will have and will continue to have full force and effect on terms and
conditions (inciuding tax) which are no less favourable in any material respect than those
currently enjoyed by Wembley; and

(i) completion of the Lincoln Park Reorganisation save for any step thereof which is itself
conditional upon the Offer becoming or being declared unconditional in all respects;
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(d)

no central bank, government or governmental, quasi-governmental, supranational, statutory
or regulatory body or association, institution or agency (including any trade agency) or any
court or other body (including any professional or environmental body} or person in any
jurisdiction {each a Relevant Authority) having decided to take, instituted or threatened any
action, proceeding, suit, investigation, enquiry or reference or enacted, made or proposed
and there not continuing to be outstanding any statute, regulation, order or decision that
would or might:

(i}

(in)

i

(iv)

)]

{vi)

{vii)

(viii)

make the Offer, its implementation or the acquisition or the proposed acquisition of any
Wembley Shares in, or control of, Wembley by any member of the BLB Investors Group
void, unenforceable or iilegal or directly or indirectly prohibit or restrict, delay or
interfere with the implementation of, or impose additional conditions or obligations
with respect to, or otherwise challenge, the Offer, its implementation or the acquisition
of any shares in, or control of, Wembley by any member of the BLB Investors Group;

result in a delay in the ability of BLB Acquisition or any member of the BLB Investors
Group, or render BLB Acquisition or any member of the BLB Investors Group unable, to
acquire all of the Wembley Shares or require a divestiture by BLB Acquisition or any
member of the BLB Investors Group of any Wembley Shares;

require, prevent or delay the divestiture (or alter the terms of any proposed divestiture)
by any member of the BLB investors Group or any member of the Wembley Group of all
or any part of their respective businesses, assets or properties or impose any limitation on
their ability to conduct all or any part of their respective businesses and to own any of
their respective assets or properties to an extent which is material in the context of the
Wembley Group taken as a whole or the BLB [nvestors Group taken as a whole (as the
case may be);

impose any material limitation on, or result in any material delay in, the ability of any
member of the BLB Investors Group to acquire or hold Wembley Shares or other
securities {or the equivalent) in any member of the Wembley Group or to exercise
effectively, directly or indirectly, all or any rights of ownership of Wembley Shares or
other securities (or the eguivalent) in, or to exercise management control over, any
member of the Wembley Group or on the ability of any member of the Wembley Group
to hold or exercise effectively, directly or indirectly, all or any rights of ownership of
shares or other securities (or the equivalent) in, or to exercise management control over,
any other member of the Wembley Group;

result in any member of the Wembley Group ceasing to be able to carry on business
under any name which it presently does so to an extent which is material in the context
of the BLB investors Group taken as a whole;

require any member of the BLB Investors Group or of the Wembley Group to acquire or
offer to acquire any shares or other securities (or the equivalent) in any member of the
Wembley Group or any member of the BLB Investors Group owned by any third party
(other than in the implementation of the Offer);

impose any material limitation on the ability of any member of the BLB Investors Group
or the Wembley Group to integrate or co-ordinate its business, or any part of it, with the
businesses or any part of the businesses of any other member of the BLB Investors Group
and/or the Wembley Group; or

otherwise adversely affect the business, assets, financial or trading position or profits of
any member of the BLB Investors Group or of the Wembley Group in a manner which is
adverse to and material in the context of the BLB Investors Group taken as a whole or the
Wembley Group taken as a whole (as the case may be),
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(e)

(M

and all applicable waiting and other time periods during which any such Relevant Authority
could decide to take, institute or threaten any such action, proceeding, suit, investigation,
enquiry or reference having expired, lapsed or been terminated;

all authorisations, orders, grants, recognitions, confirmations, licences, consents, clearances,
permissions and approvals (authorisations) necessary or appropriate in any jurisdiction for, in
respect of, or resulting from, the Offer, its implementation or the propesed acquisition by BLB
Acquisition or any member of the BLB Investors Group of any shares in Wembley or contro! of
Wembley {or any member of the Wembley Group)} being cbtained in terms and in a form
reasonably satisfactory to BLB Acquisition from appropriate Relevant Authorities or from any
persons or bodies with whom any member of the BLB Investors Group or the Wembley Group
has entered into contractual arrangements and such authorisations, together with all
authorisations necessary or appropriate for any member of the Wembley Group to carry on its
business, remalning in full force and effect (in each case where the consequence of a failure to
obtain such authorisation would have a material adverse effect on the Wembley Group (taken
as a whole)) and no intimation of any intention to revoke, suspend, restrict or modify or not to
renew any of the same having been made in each case where the consequences of such
revocation, suspension, restriction or modification would have a material adverse effect on
the Wembley Group (taken as a whole); -

save as fairly disclosed in writing by or on behalf of Wembley to BLB investors, or as publicly
announced to a Regulatory Information Service by or on behalf of Wembley, in each such case
prior to 20th April, 2004, there being no provision of any agreement, arrangement, lease,
licence, permit or other instrument to which any member of the Wembley Group is a party or
by ar to which any such member or any of its assats is or may be bound, entitled or subject
which, as a result of the Offer, its implementation or the acquisition or proposed acquisition
by BLB Acquisition of any shares in, or change in the control or management of, Wembley or
otherwise, would or might reasonably be expected to result in, to an extent which is material
in the context of the Wembley Group taken as a whole:

(i) any moneys borrowed by or any other indebtedness (actual or contingent) of any such
member being or becoming repayable or being capable of being declared repayable
immediately or earlier than the stated repayment date or the ability of such member to
borrow moneys or incur any indebtedness being withdrawn or inhibited;

(i) the creation or enforcement of any mortgage, charge or other security interest over the
whole or any part of the business, property or assets of any such member or any such
security interest (whenever arising or having arisen) becoming enforceable;

(iii) any assets or interests of any such member being or falling to be disposed of or charged
or any right arising under which any such asset or interest could be required to be
disposed of or charged other than in the ordinary course of trading;

{iv) theinterest or business of any such member in or with any other person, firm or company
{or any agreements or arrangements relating to such interest or business) being
terminated or adversely affected;

{v) any such member ceasing to be able to carry on business under any name under which it
presently does so;

{vi) the value of any such member or its financial or trading position or profits being
prejudiced or adversely affected;

{vii} any such agreement, arrangement, licence or other instrument being terminated or
adversely modified or any onerous obligation arising or any adverse action being taken
or arising thereunder; or

(viii) the creation of any liabilities {actual or contingent) by any such member,

and no event having occurred which, under any provision of any agreement, arrangement,
licence or other instrument to which any member of the Wembley Group is a party or by orto
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{9)

- which any such member or any of its assets may be bound or be subject, could reasonably be

expected to result in any events or circumstances as are referred to in sub-paragraphs (i)
to (viii) of this paragraph (f);

since 31st December, 2003 (except as publicly announced to a Regulatory Information Service
by or on behalf of Wembley before 20th April, 2004 or as fairly disclosed in writing by or on
behalf of Wembley to BLB Investors prior to 20th April, 2004), no member of the Wembley
Group having:

it

@in)

{iii)

(iv)

)

{vi)

(vii)

save as between Wembley and its wholly-owned subsidiaries prior to 20th April, 2004 or
upon the exercise of rights to subscribe for Wembley Shares pursuant to options granted
under the Wembley Share Option Schemes prior to such date, issued or agreed to issue or
authorised the issue of additional shares of any class, or securities convertible into or
exchangeable for, or rights, warrants or options to subscribe for or acquire, any such
shares or convertible securities;

recommended, declared, paid or made or proposed to recommend, declare, pay or make
any bonus issue, dividend or other distribution, whether payable In cash or otherwise,
other than a distribution by any wholly-owned subsidiary of Wembley;

save for transactions between Wembley and its wholly-owned subsidiaries,
implemented or authorised any merger or demerger or acquired or disposed of or, other
than in the ordinary course of business, transferred, mortgaged or charged, or created
any other security interest over, any asset or any right, title or interest in any asset;

implemented or authorised any reconstruction, amalgamation or scheme of
arrangement;

purchased, redeemed or repaid any of its own shares or other securities or reduced or
made or authorised any other change in its share capitaf;

{save as between Wembley and its wholly-owned subsidiaries) made or authorised any
change in its loan capital or issued or authorised the issue of any debentures or incurred
or increased any indebtedness or contingent liahility;

entered into, varied or terminated, or authorised the entry into, variation or termination
of, any contract, commitment, agreement, proposal or arrangement (whether in respect
of capital expenditure or otherwise} which is outside the ordinary course of trading or
which is of a long-term, onerous or unusual nature or magnitude or which involves or
could involve an obligation of a nature or magnitude which is material in the context of
the Wembley Group (taken as a whole) or which is or is likely to be restrictive on the
business of any member of the Wembley Group or the BLB Investors Group to an extent
which is material in the context of the Wembley Group or the BLB investors Group (as
appropriate) taken as a whole;

(viii) been unable, or admitted in writing that it is unable, to pay its debts or having stopped

{ix)

(x}

or suspended {or threatened to stop or suspend) payment of its debts generally or ceased
or threatened to cease carrying on all or a substantial part of its business;

taken any corporate action or had any legal proceedings started or threatened against it
for its winding-up (voluntary or otherwise), dissolution or reorganisation {or for any
analogous proceedings or steps in any jurisdiction} or for the appointment of a receiver,
administrator, administrative receiver, trustee or similar officer {(or for the appointment
of any analogous person in any jurisdiction) of all or any of its assets and revenues or any
analogous proceedings in any jurisdiction or appointed any analogous person in any
jurisdiction;

waived, compromised or settled any claim otherwise than in the ordinary course of
trading;
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{xi)

{xii}

{xiii)

entered into or varied the terms of any service agreement or arrangement with any
director or senior executive of Wembley;

made or consented to any significant change to the terms of the trust deeds constituting
the pension schemes established for its directors andfor employees and/or their
dependants or to the benefits which accrue, or to the pensions which are payable
thereunder, or to the basis on which qualification for or accrual or entitlement to such
benefits or pensions are calculated or determined, or to the basis upon which the
liabilities {including pensions} of such pension schemes are funded or made, or agreed or
consented to any change to the trustees; or

entered Into any contract, commitment or arrangement or passed any resolution or
made any offer (which remains open for acceptance) with respect to, or proposed or
announced any intention to effect or propose, any of the transactions, matters or events
referred to in sub-paragraphs (i) to (xii} of this paragraph {(g);

since 31st December, 2003 {except as publicly announced to a Regulatory Information Service
by or on behalf of Wembley before 20th April, 2004 or as fairly disclosed in writing by or on
behalf of Wembley to BLB Investors prior to 20th April, 2004):

(i

(ii)

i)

no adverse change having occurred in the business, assets, financial or trading position
or profits of any member of the Wembley Group to an extent which is material to the
Wembley Group taken as a whole;

no litigation, arbitration proceedings, prosecution or other legai proceedings having
been threatened, announced, instituted or remaining outstanding by, against or in
respect of any member of the Wembley Group or to which any member of the Wembley
Group is a party (whether as claimant or defendant or otherwise) and no investigation
by any Relevant Authority or other investigative body against or in respect of any
member of the Wembley Group having been threatened, announced, instituted or
remaining outstanding by, against or in respect of any member of the Wembley Group
which, in any such case, might be likely to adversely affect any member of the Wembley
Group to an extent which is material to the Wembley Group (taken as a whole); and

no contingent or other liability having arisen which would or might be likely to adversely
affect any member of the Wembley Group to an extent which is material to the Wembley
Group taken as a whole;

except as fairly disclosed to BLB Investors in writing by or on behalf of Wembley prior to
20th April, 2004, BLB Acquisition not having discovered that:

0]

(i)

(i)

(iv)

any financial, business or other information concerning the Wembley Group publicly

disclosed at any time by or on behalf of any member of the Wembley Group which is

material in the context of the Offer is misleading, contains a misrepresentation of fact or
omits to state a fact necessary to make the information contained therein not
misleading;

any member of the Wembley Group is subject to any liability, contingent or otherwise,
which should have been but is not disclosed in the annual report and accounts of
Wembley for the year ended 3 1st December, 2003 and which is material in the context of
the Wembley Group (taken as a whole};

in relation to any release, emission, discharge, disposal or other fact or circumstance
which causes or might reasonably be expected to cause pollution of the environment or
harm to human health, no past or present member of the Wembley Group having
(iy committed any material violation of any laws, statutes, ordinances or regulations of
any Relevant Authority and/or (i) incurred any material liability (whether actual or
contingent) with respect thereto; or

there is or is likely to be any cbligation or liability {whether actual or contingent) to
make good, repair, re-instate or clean up any property now or previously owned,

34

004



occupied, operated or made use of or controlled by any past or present member of the
Wembley Group under any environmental legisiation, regulation, notice, circular or
order of any Relevant Authority in any jurisdiction, in each case, to an extent which is
material in the context of the Wembley Group (taken as a whale).

If BLB Acquisition is required by the Panel to make an offer for Wembley Shares under the
provisions of Rule 3 of the City Code, then BLB Acquisition may make such alterations to any of the
above conditions as are necessary to comply with the provisions of that Rule.

BLB Investors acknowledges and agrees that anything that arises in the Lincoln Park Litigation or
any action effected to implement the Lincoln Park Reorganisation, which would otherwise give
BLB Acquisition the right to invoke a condition set out in this Appendix | (other than
condition {c){i}), shall not give rise to any such right.

As part of the financing arrangements with Deutsche Bank and JPMorgan Chase, members of the
BLB Investors Group who are parties to those arrangements have agreed that none of the
conditions of the Offer will be waived {unless BLB Acquisition is required to do so by the Panel)
without the prior written consent of Deutsche Bank and JPMorgan Chase.

The Offer will be governed by English law and be subject to the jurisdiction of the English courts.

BLB Acquisition reserves the right at its absolute discretion to waive all or any of conditions (b) to
(i) inclusive, in whole or in part. The Offer will lapse unless all the above conditions are fulfilled or (if
capable of waiver) waived or, where appropriate, determined by BLB Acquisition 1o have been
satisfied or to remain satisfied by midnight on the day which is 21 days after the later of the First
Closing Date and the date on which the Offer becomes or is declared unconditional as to
acceptances {or such later date as BLB Acquisition may, with the consent of the Panel, decide). BLB
Acquisition shall be under ne obligation to waive or treat as fulfilled any of conditions (b) to
(i) inclusive by a date earlier than the date specified above for the fulfilment thereof
notwithstanding that the other conditions of the Offer may at such earlier date have been waived
or fulfilled and that there are at such earlier date no circumstances indicating that any of such
conditions may not be capable of fulfilment.

Uniess the Panel otherwise consents, the Offer will lapse if, before the First Closing Date or the date
when the Offer becomes unconditional as to acceptances (whichever is the later), the Offer, or any
aspect of it, is referred to the Competition Commission or the European Commission either initiates
proceedings under Article 6(1){c) of the Merger Regulation or, following a referral to a competent
authority in the United Kingdom under Article 9(1) of the Merger Regulation, the Offer, or any
aspect of it, is then referred to the Competition Commission.
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PART B: FURTHER TERMS OF THE OFFER

Except where the context requires otherwise, any reference in Parts B and € of this Appendix | and
in the Form of Acceptance to:

{a)
{b)

©

(d)

{e)

the Offer will include any revision, variation or extension thereof;

the Offer becoming unconditional will include the Offer becoming or being declared
unconditional;

the Offer being or becoming or being declared unconditional will be construed as the Offer
becoming or being declared unconditional as to acceptances whether or not any other
condition of the Offer remains to be fulfilled;

the acceptance condition means the condition as to acceptances of the Offer set out in
paragraph {a) of Part A of this Appendix | and references to the Offer becoming unconditional
as to acceptances will be construed accordingly; and

the Offer Document will mean this document and any other document containing the Offer,

The following further terms apply, unless the context requires otherwise, to the Offer.

1.
{a)
(b

{c)

(d)

{e)

Acceptance Period
The Offer will be open for acceptance until 3.00 p.m. (London time) on 22nd May, 2004.

Although no revision is envisaged, if the Offer is revised it will remain open for acceptance for
a period of at least 14 calendar days {or such other period as may be permitted by the Panel)
following the date written notice of the revision is despatched to Wembley Shareholders,
Except with the consent of the Panel, no revision of the Offer may be made or posted to
Wembley Shareholders after 16th June, 2004 or, if later, the date 14 calendar days before the
last date on which the Offer can become unconditional.

The Offer, whether revised or not, will not (except with the consent of the Panel) be capable of
becoming unconditional after midnight {London time) on 30th June, 2004 (or any other time
and/or date beyond which BLB Acquisition has stated that the Offer wiil not be extended and
has not, where permitted, withdrawn that statement), nor of being kept open for acceptances
after that time and/or date unless the Offer has previously become unconditional, provided
that BLB Acquisition reserves the right, with the permission of the Panel, to extend the Offer
to (a) later time(s) and/or date(s). Except with the consent of the Panel, BLB Acquisition may
not, for the purposes of determining whether the acceptance condition has been satisfied,
take into account acceptances received or purchases of Wembley Shares made after 1.00 p.m.
{London time) on 30th June, 2004 (or any other time(s) and/or date(s) beyond which BLB
Acquisition has stated that the Offer will not be extended (and has not, where permitted,
withdrawn that statement) or, if the Offer is so extended, such later time(s) and/or date(s) as
BLB Acquisition, with the permission of the Panel, may determine.

If the Offer becomes unconditional, it will remain open for acceptance for not less than
14 calendar days from the date on which it would otherwise have expired. If the Offer has
become unconditional and it is stated by or on behalf of BLB Investors that the Offer will
remain open until further notice, then not less than 14 calendar days’ notice in writing will be
given prior to the closing of the Offer by or on behalf of BLB Acquisition to those Wembley
Shareholders who have not accepted the Offer prior to closing of the Offer.

If a competitive situation arises (as determined by the Panel) after BLB Acquisition has made a
“no extension” statement and/or a “no increase” statement (as referred to in the City Code) in
connection with the Offer, BLB Acquisition may, if it specifically reserves the right to do so at
the time such statement is made {or otherwise with the consent of the Panel), choose notto be
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{a)

bound by or withdraw such statement and be free to revise and/or extend the Offer provided
it complies with the requirements of the City Code and in particular that;

() it announces the withdrawal as soon as possible and in any event within four business
days of the date of the firm announcement of the competing offer or other competitive
situation;

(i) it notifies Wembley Shareholders to that effect in writing at the earliest opportunity or,
in the case of Wembley Shareholders with registered addresses outside the United
Kingdom or whom BLB Acquisition knows to be nominees, custodians or trustees
holding Wembley Shares for such persons, by announcement in the United Kingdom at
the earliest opportunity; and

(iii} any Wembley Shareholder who accepted the Offer after the date of the "no extension”
andfor “no increase” statement is given a right of withdrawal in accordance with
paragraph 3{c) of this Part B,

BLB Acquisition may choose not1o be bound by a “no increase” or “no extension” statement if,
having reserved the right to do so, it posts an increased or improved offer (either as to the
value or form of the consideration or otherwise) which is recommended for acceptance by the
Wembley Directors, or in other circumstances permitted by the Panel.

For the purposes of determining whether the acceptance condition has been satisfied, BLB
Acquisition will not be bound (unless otherwise required by the Panel) to take into account
any Wembley Shares which have been issued or unconditionally allotted or which arise as the
result of the -exercise of subscription or conversion rights before that determination takes
place unless written notice containing relevant details of the allotment, issue, subscription or
conversion has been received from Wembley or its agents before that time by BLB Acquisition
or Capita IRG Plc on behalf of BLB Acquisition at the address specified in paragraph 3(a) of this
Part B. Notification by telex or facsimile or other efectronic transmissions or copies will not be
sufficient.

Announcements

Without prejudice to paragraph 3(a) below, by 8.00 a.m. (London time) on the business day
{the relevant day) following the day on which the Offer is due to expire, or becomes
unconditional, or is revised or is extended, as the case may be (or such later time or date as the
Panel may agree), BLB Acquisition will make an appropriate announcement and
simultaneously inform a Regulatory Information Service of the position. Such announcement
will also state (unless otherwise permitied by the Panel) the total number of Wembley Shares
and rights over Wembley Shares (as nearly as practicable):

(i) for which acceptances of the Offer have been received (showing the extent, if any, to
which such acceptances have been received from persons acting or deemed to be in
concert (for the purposes of the City Code and in relation to the Offer) with 8L8
Acquisition);

{iy acquired or agreed to be acquired by or on behalf of BLB Acquisition or any person
acting or deemed 1o be in concert with BLB Acquisition during the Offer Period; and

(iii) held by or on behalf of BLB Acquisition or any person deemed to be acting in concert
with BLB Acquisition prior to the Offer Period,

and will specify the percentage of Wembley's share capital represented by each of these
figures. Any decision to extend the time and/or date by which the acceptance condition has to
be satisfied may be made at any time up to, and will be announced by not later than, 8.00 a.m.
(London Time) in the UK on the relevant day {or such later time and/or date as the Panel may
agree), The announcement will also state the next expiry time and date unless the Offer is
unconditional, in which case it may instead state that the Offer will remain open until further
notice. In computing the number of Wembley Shares represented by acceptances and
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(b)

{©)

{a)

(v

{©

(d)

{e)

purchases, there may be included or excluded for announcement purposes, subject to
paragraph 7{e) below, acceptances and purchases not in all respects in order or subject to
verification,

In this Appendix J, references to the making of an announcement or the giving of notice by or
on behalf of BLB Acquisition include the release of an announcement by public relations
consultants or by JPMorgan on behalf of BLB Acquisition to the press and the delivery by hand
or telephone, telex or facsimile transmission or other electronic transmission of an
announcement to a Regulatory Information Service. An announcement made otherwise than
to a Regulatory Information Service will be notified simultaneously to a Regulatory
Information Service (unless the Panel otherwise agrees).

Without limiting the manner in which BLB Acquisition may choose to make any public
statement and subject to BLB Acquisition’s obligations under applicable law and the City
Code, BLB Acquisition will have no obligation to publish, advertise or otherwise communicate
any such public announcement other than by making a release to a Regulatory Information
Service.

Rights of withdrawal

If BLB Acquisition, having announced the Offer to be unconditional, fails by 3.30 p.m. {Londen
time) on the relevant day {as defined in paragraph 2{a) of this Part B) {or such later time and/or
date as the Panel may agree) to comply with any of the other relevant requirements specified
in paragraph 2(a) of this Part B, an accepting Wembley Shareholder may {(unless the Panel
otherwise agrees) immediately after that time withdraw his acceptance of the Offer by
written notice signed by the accepting Wembley Shareholder {(or his agent duly appointed in
writing and evidence of whose appointment, in a form reasonably satisfactory to BLB
Acquisition, is produced with the notice) given by post or by hand to Capita IRG Pic at
Corporate Actions, P.O, Box 166, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TH.
Subject to paragraph 1{c) of this Part B, this right of withdrawal may be terminated not less
than eight calendar days after the relevant day by BLB Acquisition confirming, if that be the
case, that the Offer is still unconditional and complying with the other relevant requirements
specified in paragraph 2(a) of this Part B. if any such confirmation is given, the first period of
14 calendar days referred to in paragraph 1{d) of this Part B will run from the date of that
confirmation and compliance. ’

if by 3.00 p.m. (London time) on 12th June, 2004 (or such later time and/or date as the Panel
may agree) the Offer has not become unconditional, an accepting Wembley Shareholder may
withdraw his acceptance at any time thereafter in the manner referred to in paragraph 3(a)
above, before the earlier of:

{i) the time that the Offer becomes unconditional; and

(i) the final time for lodgement of acceptances which can be taken-into account in
accordance with paragraph 1(c) of this Part B.

If a2 "no extension” and/or “no increase” statement is withdrawn in accordance with
paragraph 1(e) of this Part 8, any acceptance made by a Wembley Shareholder after the date
of that statement may be withdrawn thereafter in the manner referred to in paragraph 3(a)
above for a period of eight calendar days following the date on which the notice of the
withdrawal of such statement is posted to Wembley Shareholders.

Except as provided by this paragraph 3, acceptances of, and elections under, the Offer will be
irrevocable.

in this paragraph 3, written notice (including any letter of appointment, direction or
authority) means notice in writing bearing the original signature(s} of the relevant accepting
Wembley Shareholder or hisftheir agent(s) duly appointed in writing (evidence of whose
appointment satisfactory to BLB Acquisition is produced with the notice). Telex, email,
facsimile or other electronic transmissions or copies will not be sufficient. No notice which is
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(a)

(b

(4]

{d)

(e)

N

(a)

post-marked in, or otherwise appears 1o BLB Acquisition or its agents to have been sent from
Australia, Canada or Japan will be treated as valid.

The LPR Loan Notes and the LPR Cash Alternative

The LPR Cash Alternative is conditional upon the Offer becoming or being dedared
unconditional in alf respects and will remain open for as long as the Offer remains open for
acceptances.

Subject as stated below, Wembley Shareholders who validly accept the Offer may elect, in
respect of the Wembley Shares for which they have accepted the Offer, to receive LPR
Entitlements in cash instead of LPR Loan Notes. LPR Loan Notes will be issued on the basis of £1
in nominal value of LPR Loan Notes for every £1 of LPR Entitiement. The LPR Loan Notes will be
issued, credited as fully paid, in integral muitiples of £1 nominal value. Fractional entitiements
will be disregarded.

The LPR Loan Notes are not available to Wembley Shareholders who are Restricted Persons.
Such Restricted Persons will be entitled to LPR Entitlements in cash only.

No election for the LPR Cash Alternative will be valid unless both a valid acceptance of the
Offer and a valid election for the LPR Cash Alternative, duly complete in all respects and
accompanied by, if appropriate, all relevant share certificates and/or other document(s} of
title, are duly received by the time and date on which the LPR Cash Alternative closes.

Subject to sub-paragraph {(€) above, if any acceptance of the Offer which includes an election
for the LPR Cash Alternative is not, or is not deemed to be, valid or complete in all respects at
such time, such election shall for all purposes be void and the Wembley Shareholder(s)
purperting to make such election shall not, for any purpose, be entitled to receive the
LPR Cash Alternative, but any such acceptance which is otherwise valid shall be deemed tc be
an acceptance of the Offer (without the LPR Cash Alternative) for the number of Wembley
Shares which are the subject of the acceptance and the Wembley Shareholder(s) will, on the
Offer becoming unconditional, receive the LPR Loan Notes due under the Offer.

No application will be made for the LPR Loan Notes to be listed or dealt in on any stock
exchange nor will they be transferable except as set out in paragraph 4 of Part Il of this
document.

Revised Offer

Although no such revision is envisaged, if the Offer (in its original or any previously revised
form{s)) is revised (either in its terms or conditions or in the value or form of the consideration
offered or otherwise), and any such revised Offer represents on the date on which the revision
is announced (on such basis as JPMorgan may consider appropriate) an improvement {or no
diminution) in the value of the consideration of the Offer as so revised compared with the
value of the consideration or terms previously offered, or in the overall value received by a
Wembley Shareholder (under or in consequence of the Offer or otherwise), the benefit of the
revised Offer will, subject to paragraphs 5(c), 5(d) and 6 of this Part B, be made available to any
Wembley Shareholder who has validly accepted the Offer in its original or any previously
revised form(s) and who has not validly withdrawn such acceptance (a Previous Acceptor). The
acceptance by or on behaif of a Previous Acceptor of the Offer in its original or any previously
revised form(s} shall, subject to paragraphs 5(c), 5(d) and 6 of this Part B, be deemed to be an
acceptance of the Offer as so revised and will also constitute an authority to BLB Acquisition,
JPMorgan or any of their respective directors, authorised representatives and agents as his
attorney and/or agent {(attorney):

(i}  to accept any such revised Offer on behalf of such Previous Acceptor;

(ii) if such revised Offer includes alternative forms of consideration, to make on his behalf
elections for and/or accept such alternative forms of consideration on his behalf in such
proportions as such attorney in his absolute discretion thinks fit; and
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(b)

(@

(d)

6.
{a)

(b)

(iii) to execute on behalf of and in the name of such Previous Acceptor all such further
documents and take such further actions (if any) as may be required to give effect to such
acceptances and/or elections.

In making any such acceptance or making any such election, the attorney will take into
account the nature of any previous acceptances and/or elections made by the Previous
Acceptor and such other facts or matters as he may reasonably consider relevant.

BLB Acquisition and JPMorgan reserve the right (subject to paragraph 5(a) above) to treat an
executed Form of Acceptance relating to the Offer in its original or any previously revised
form{s) which is received (or dated) on or after the announcement or issue of the Offer in any
revised form as a valid acceptance of the revised Offer (and, where applicable, a valid election
for the alternative form(s) of consideration}. Such acceptance will constitute an authority in
the terms of paragraph 5(a) above, mutatis mutandis, on behalf of the relevant Wembley
Shareholder.

The deemed acceptances referred to in this paragraph 5 shall not apply and the authorities
conferred by this paragraph 5 shall not be exercised by BLB Acquisition or JPMorgan or any of
their respective directors, authorised representatives and agents if, as a result thereof, the
Previous Acceptor would {on such basis as JPMorgan may consider appropriate) thereby
receive, under or in consequence of the Offer and/or any alternative pursuant thereto as
revised or otherwise, less in aggregate consideration under the revised Offer than he would
have received in aggregate consideration as a result of acceptance of the Offer in the form in
which it was originally accepted by him or on his behalf, having regard to any previous
acceptance or election originally made by him, unless the Previous Acceptor has previously
otherwise agreed in writing.

The deemed acceptances referred to in this paragraph 5 will not apply and the authorities
conferred by this paragraph will be ineffective in the case of a Previous Acceptor who lodges
with Capita IRG Plc in the manner specified in paragraph 3(a) of this Part B, within 14 calendar
days of the posting of the document pursuant to which the revision of the Offer is made
available to Wembley Shareholders, a Form of Acceptance or some other form issued by or on
behalf of BLB Acquisition in which Wembley Shareholder validly elects to receive the
consideration receivable by him under such revised Offer in some other manner than that set
out in his original acceptance,

Overseas Shareholders

The making of the Offer in, or to certain persons who are resident in, or citizens or nationals
of, jurisdictions outside the UK or the US or to custodians, nominees of or trustees for such
persons, may be prohibited or affected by the laws of the relevant jurisdictions. Overseas
Shareholders should inform themselves about and observe any applicable legal requirements.
It is the responsibility of any such person wishing to accept the Offer to satisfy himself as to the
full observance of the laws of the relevant jurisdiction in connection therewith, including the
obtaining of any governmental, exchange control or other consents which may be required,

- the compliance with other necessary formalities needing to be observed and the payment of

any issue, transfer or other taxes or other requisite payments due in that jurisdiction. Any such
Overseas Shareholder will be responsible for the payment of any issue, transfer or other taxes
due in that jurisdiction of whomsoever payable and BLB Acquisition and JPMorgan and any
person acting on their behalf shall be fully indemnified and held harmless by such Overseas
Shareholder for any such issue, transfer or other taxes as such person may be required to pay.
if you are an Qverseas Shareholder and you are in doubt about your position, you should
consult your professional adviser in the relevant jurisdiction.

The Offer is not being made, directly or indirectly, in or into Australia, Canada or Japan or by
use of the mails of, or by any means or instrumentality of interstate or foreign commerce of, or
any facilities of a national securities exchange of, any of these jurisdictions. Such means or
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(d)

(e

instrumentalities include, but are not limited to, facsimile transmission, telex, telephone and
the internet.

The LPR Loan Notes have not heen, and will not be, registered under the Securities Act or
under the securities laws of any state or other jurisdiction of the United States; the relevant
clearances have not been obtained and will not be obtained from the securities commission or
similar authority of any province or territory of Canada; no prospectus in relation to the LPR
Loan Notes has been, nor will one be, lodged with or registered by the Australian Securities
and Investments Commission; nor have any steps been taken, nor will any steps be taken, to
enable the LPR Loan Notes to be offered in Japan in compliance with applicabile securities laws
of Japan. Accordingly, unless an exemption under relevant securities laws is applicable the LPR
Loan Notes may not be offered, sold, resold or delivered, directly or indirectly, in or into the
United States, Australia, Canada or Japan or any other jurisdiction in which an offer of LPR
Loan Notes would constitute a violation of relevant laws or require registration thereof, or to
or for the account or benefit of any US Person or resident of Australia, Canada or Japan or any
other such jurisdiction.

If, in respect of a Form of Acceptance from any Wembley Shareholder, the holder is unable to
make the representations and warranties set out in paragraph (¢ of Part C of this Appendix |,
BLB Acquisition reserves the right, in its absolute discretion, to treat the holder as having
elected for the LPR Cash Alternative.

Copies of this document, the Form of Acceptance and any related offer document(s) are not
being, and must not be, mailed or otherwise distributed or sent in or into Australia, Canada or
Japan including to Wembley Shareholders with registered addresses in these jurisdictions or to
persons whom BLB Acquisition knows to be nominees, custodians or trustees holding
Wembley Shares for such persons. Persons receiving such documents (including, without
limitation, custodians, nominees and trustees) must not distribute, send or mail them in, into
or from Australia, Canada or Japan or use any such instrumentality for any purpose, directly or
indirectly, in connection with the Offer, and doing so may render invalid any related
purported acceptance of the Offer. Persons wishing to accept the Offer must not use
Canadian, Australian or Japanese mails or any such instrumentality for any purpose directly or
indirectly related to acceptance of the Offer, Envelopes containing the Form of Acceptance or
other documents relating to the Offer must not be postmarked in Australla, Canada or Japan
or otherwise despatched from these jurisdictions and all acceptors must provide addresses
outside Australia, Canada and Japan for the receipt of the consideration to which they are
entitled under the Offer and which is despatched by post pursuant to paragraph (g)(iii) of
Part C of this Appendix | or for the return of the Form of Acceptance and (in relation to
Wembley Shares in certificated form) any Wembley share certificate(s) and/or other
document(s) of title.

Subject as provided below, a Wembley Shareholder will be deemed not to have accepted the
Offer if:

(i}  he puts “YES" in Box 7 of the Form of Acceptance and thereby does not make the
representations and warranties set out in paragraph {(c) of Part C of this Appendix I;

iy he completes Box 5 of the Form of Acceptance with an address in Australia, Canada or
Japan or Box 5 is completed with a registered address in Australia, Canada or Japan and
in either case he does not insert in Box 2 or 5 of the Form of Acceptance the name and
address of a person or agent outside Australia, Canada and Japan to whom he wishes the
consideration to which he is entitled under the Offer to be sent, subject to the provisions
of this paragraph 6 and applicable laws;

{iii) he inserts in Box 5 of the Form of Acceptance a telephone number in Australia, Canada
or Japan for use in the event of queries; or
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(@)

(b

(a)

(b)

{c)

(iv) a Form of Acceptance received from him is received in an envelope postmarked in, or
otherwise appears to BLB Acquisition or its agents to have been sent from Australia,
Canada or Japan.

BLB Acquisition reserves the right, in its sole discretion, to investigate, in relation to any
acceptance, whether the representations and warranties set out in paragraph (¢) of Part C of
this Appendix [ could have been truthfully given by the reievant Wembley Shareholder and, if
such investigation is made and as a result BLB -Acquisition determines that such
representations and warranties could not have been so given, such acceptance shall not be
valid.

if, notwithstanding the restrictions described above, any person (including, without
limitation, custodians, nominees and irustees) whether pursuant to a contractual or legal
obligation or otherwise forwards this document, the Form of Acceptance or any related offer
document in, into or from Australia, Canada or Japan or uses the mails or any means or
instrumentality (including, without limitation, facsimile transmission, email, telex and
telephone) of interstate or foreign commerce of, or any facilities of a national securities
exchange of Australia, Canada or Japan In connection with such forwarding, such person
should:

(i) inform the recipient of such fact;

{iiy explain to the recipient that such action may invalidate any purported acceptance by the
recipient; and

(i) draw the attention of the recipient to this paragraph 6.

Notwithstanding anything to the contrary contained in this document or the Form of
Acceptance, BLB Acquisition and JPMorgan may make the Offer {(with or without giving effect
to the foregoing paragraphs of this paragraph 6) in Australia, Canada or Japan if requested to
do so by or on behalf ofthat person if the Offer is satisfied, in that particular case, that to do so
would not constitute a breach of any securities or other relevant legislation pursuant to an
exemption under, or in accordance with, applicable law in Australia, Canada or Japan and in
this connection the provisions of paragraph (c) of Part C of this Appendix | will be varied
accordingly. .

The provisions of this paragraph 6 supersede any terms of the Offer inconsistent with them.
The provisions of this paragraph 6 and/or any other terms of the Offer relating to Overseas
Shareholders may be waived, varied or modified as regards specific Wembiey Shareholder(s)
or on a general basis by BLB Acquisition in its absolute discretion.

General

Except with the consent of the Panel, the Offer will lapse unless all the conditions relating to
the Offer have been fulfilled or (if capable of waiver) waived or, where appropriate, have
been determined by BLB Acquisition to be, and continue to be, satisfied by midnight (London
time) on 12th June, 2004 or by midnight {London time) on the date which is 21 days after the
date on which the Offer becomes unconditional as to acceptances, whichever is the later, or
such later date as BLB Acquisition, with the consent of the Panel, may decide.

If the Offer lapses, it will cease to be capable of further acceptance and accepting Wembley
Shareholders, BLB Acquisition and JPMorgan will cease to be bound by Forms of Acceptance
submitted before the time the Offer lapses.

If sufficient acceptances under the Offer are received and/or sufficient Wembley Shares are
otherwise acquired, BLB Acquisition intends to apply the provisions of sections 428 to 430F of
the Companies Act to acquire compulsorlly any outstanding Wembley Shares to which the
Offer relates. Furthermore, BLB Acquisition intends to procure that Wembley applies to the
UK Listing Authority for the cancellation of the listing of Wembley Shares on the Official List
and 1o the London Stock Exchange for the cancellation of admission te trading of Wembley
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(d)

(e)

f

(@)

(h)

Shares. It is anticipated that the cancellation of Wembley’s listing and admission to trading
will take effect no earlier than 20 business days after the date on which the Offer becomes or
is declared unconditional in all respects.

Except with the consent of the Panel, settlement of the consideration to which any Wembley
Shareholder is entitled under the Offer will be implemented in full in accordance with the
terms of the Offer without regard to any lien, right of set-off, counterclaim or other
analogous right to which BLB Acquisition may otherwise be, or claim to be, entitled as against
such Wembley Shareholder and will be effected:

{) in the case of acceptances received, complete in all respects {including the relevant
transfer to escrow or (as applicable) receipt of relevant share certificate(s) and/or other
documents of title or indemnities satisfactory to BLB Acquisition) by the date on which
the Offer becomes or is declared unconditional in all respects, within 14 calendar days of
such date; or

(i) inthe case of acceptances of the Offer received, complete in ali respects, after the date
on which the Offer becomes or is declared unconditional in all respects, but while it
remains open for acceptance, within 14 calendar days of such receipt.

All cash payments (other than payments made by means of CREST) will be made by cheque
drawn on a branch of a UK clearing bank. No consideration will be sent to an address in
Australia, Canada or Japan.

Notwithstanding the right reserved by BLB Acquisition and JPMorgan to treat a Form of
Acceptance as valid (even though not entirely in order or not accompanied by the relevant
share certificate(s) and/or other documents of title, or not accompanied by the relevant
transfer to escrow), except as otherwise agreed with the Panel:

(iY an acceptance of the Offer will only be counted towards fulfilling the acceptance
condition if the requirements of Note 4 and, if applicable, Note 6 on Rule 10 of the City
Code are satisfied in respect of it;

(i) a purchase of Wembley Shares by BLB Acquisition or its nominee(s) {(or, if relevant, any
person acting in concert with BLB Acquisition, or its nominee(s)) will only be counted
towards fulfilling the acceptance condition if the requirements of Note § and, if
applicable, Note & on Rule 10 of the City Code are satisfied in respect of it; and

(iii) the Offer will not become unconditional unless Capita IRG Plc has issued a certificate to
BLB Acquisition and/or JPMorgan or their respective agents stating the number of
Wembley Shares in respect of which acceptances have been received which comply with
sub-paragraph (i) above and the number of Wembley Shares otherwise acquired,
whether before or during the Offer Period, which comply with sub-paragraph (ii) above.
JPMorgan will send a copy of such certificate to the Panel and to Wembley's financial
advisers as soon as possible after it is issued.

The terms, provisions, instructions and authorities contained in or deemed to be incorporated
in the Form of Acceptance constitute part of the terms of the Offer. Words and expressions
defined in this document have the same meanings when used in the Form of Acceptance,
unless the context otherwise requires. The provisions of this Appendix | shall be deemed to be
incorporated into and form part of the Form of Acceptance.

All references in this document and in the Form of Acceptance to 22nd May, 2004 will (except
in the definition of Offer Period and in paragraph 5(a} of this Part B and in paragraph 1{a) of
this Part B and where the context otherwise requires) be deemed, if the expiry date of the
Offer be extended, to refer to the expiry date of the Offer as so extended.

References in paragraph 6 of this Part B and in Part C of this Appendix | to a Wembley
Shareholder will include references to the person or persons executing a Form of Acceptance
and in the event of more than one person executing a Form of Acceptance, such paragraphs
will apply to them jointly and severally.
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Any omission or failure to despatch this document, the Form of Acceptance or any other
document relating to the Offer and/or any notice required to be despatched under the terms
of the Offer to, or any failure to receive the same by, any person to whom the Offer is made, or
should be made, will not invalidate the Offer in any way.

BLB Acquisition and JPMorgan reserve the right to treat acceptances of the Offer as valid if
received by or on behalf of either of them at any place or places determined by them
otherwise than as set out in this document or the Form of Acceptance.

Noa acknowledgement of receipt of any Form of Acceptance, transfer by means of CREST, share
certificate(s) or other document(s) of title will be given by, or on behalf of, BLB Acquisition. All
communications, notices, certificates, documents of title and remittances to be defivered by,
or sent to or from, Wembley Shareholders (or their designated agent(s)) will be delivered by or
sent to or from them (or their designated agent(s)} at their own risk.

The Offer extends to persons to whom the Offer is made or should be made to whom this
document, the Form of Acceptance or any related documents may not be despatched and such
persons may collect copies of these documents from Capita IRG Plc at the address set out in
paragraph3(a) of this Part B,

BLB Acquisition and JPMorgan reserve the right to notify any matter including the making of
the Offer to all or any Wembley Shareholders with a registered address outside the United
Kingdom, or whom BLB Acquisition knows to be a custodian, trustee or nominee holding
Wembley Shares for persons who are citizens, residents or nationals of jurisdictions outside
the United Kingdom, by announcement in the United Kingdom, or by paid advertisement in 2
daily national newspaper published and circulated in the United Kingdom in which event such
notice will be deemed to have been sufficiently given, notwithstanding any failure by any
such shareholder(s) to receive or see such notice, and all references in this document to notice
in writing by or on behalf of BLB Acquisition will be construed accordingly.

The Offer is made at 3.00 p.m. cn 1st May, 2004 and s capable of acceptance from and after
that time. The Offer is being made by means of this document and an advertisement proposed
to be published in the London Edition of the Financial Times dated 4th May, 2004,

if the Offer does not become unconditiona!l in all respects:

(i) in respect of Wembley Shares held in certificated form, the Form of Acceptance, share
certificates and/or other documents of title will be returned by post (or such other
method as may be approved by the Panel} within 14 calendar days of the Offer lapsing to
the person or agent whose name and address outside Australia, Canada and Japan is set
outin the relevant box in the Form of Acceptance or, if none is set out, to the first-named
holder at his registered address outside Australia, Canada and Japan (no such documents
will be sent to an address in Australis, Canada and Japan); and

(i} in respect of Wembley Shares held in uncertificated form, Capita IRG Plc will,
immediately after the lapsing of the Offer (or within such longer period as the Panel may
permit, not exceeding 14 calendar days of the lapsing of the Offer), give instructions to
CRESTCo to transfer all Wembley Shares held in escrow balances and in relation to which
it is the Escrow Agent for the purposes of the Offer to the original available balances of
Wembley Shareholders concerned.

All powers of attorney, appointments of agents and authorities conferred by this Appendix §
or in the Form of Acceptance are given by way of security for the performance of the
obligations of Wembley Shareholder concerned and are irrevocable in accordance with
section 4 of the Powers of Attorney Act 1971 except in the circumstances where the donor of
such power of attorney or authority or appointor is entitled to withdraw his acceptance in
accordance with paragraph 3 of this Part B and duly does so.

In relation to any acceptance of the Offer in respect of a holding of Wembley Shares which are
in uncertificated form, BLB Acquisition reserves the right to make such alterations, additions
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or modifications as may be necessary or desirable to give effect to any purported acceptance
of the Offer, whether in order to comply with the facilities or requirements of CREST or
otherwise, provided any such alterations, additions or modifications are consistent with the
requirements of the City Code or are otherwise made with the consent of the Panel.

Neither BLB Acquisition nor JPMorgan nor any agent or director of JPMorgan, nor any person
acting on behalf of any of them, shall have any liability to any person for any loss or alleged
loss arising from any decision as to the treatment of acceptances of the Offer or otherwise in
connection therewith.

The Offer and all Forms of Acceptance and all acceptances and elections in respect thereof will
be governed by and construed in accordance with English law.
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PART C: FORM OF ACCEPTANCE

Each Wembley Shareholder by whom, or on whose behalf, any Form of Acceptance is executed
irrevocably undertakes, represents, warrants and agrees to and with BLB Acquisition, JPMorgan
and Capita IRG Plc (5o as to bind him and his personal representatives, heirs, successors and assigns)
to the following effect:

(a)

(b)

)

(d)

that the execution of the Form of Acceptance shall constitute:

() an acceptance of the Offer in respect of the number of Wembley Shares inserted or
deemed to be inserted in Box 1 of the Form of Acceptance;

(i) if a tick is marked in Box 3 of the Form of Acceptance, an election for the LPR Cash
Alternative; and

{iii} an undertaking to execute any further documents, take any further action and give any
further assurances which may be required in connection with the foregoing,

in each case on and subject to the terms and conditions set out in this document and the Form
of Acceptance and that, subject only to the rights of withdrawal set out in paragraph 3 of
Part B of this Appendix 1, each such acceptance, election and undertaking shall be irrevocable,
if Box 1 is left blank or a number greater than such Wembley Shareholder’s registered holding
appears in Box 1 or the Form of Acceptance is otherwise completed incorrectly, but the Form
of Acceptance is signed, it will be deemed 1o be an acceptance by such Wembley Shareholder
of the basic terms of the Offer in respect of the total number of Wembley Shares registered in
his name;

that he is irrevocably and unconditionally entitled to transfer the beneficial and legal interests
in Wembley Shares in respect of which the Form of Acceptance is completed and that
Wembley Shares in respect of which the Offer is accepted, or is deemed to be accepted, are
sold fully paid and free from all liens, charges, encumbrances, rights of pre-emption and any
other third party rights of any nature whatsoever and together with all rights attaching
thereto, including the right to receive in full all dividends and other distributions, if any,
declared, paid or made after the date of this document;

that unless "YES” is inserted or deemed to be inserted in Box 7 of the Form of Acceptance, such
Wembley Shareholder:

{iy has not received or sent copies of this document, the Form of Acceptance or any related
offer documents in, into or from Australia, Canada or Japan;

(i) has not otherwise utilised in connection with the Offer, directly or indirectly, the use of
the mails, or of any means or instrumentality (including, without limitation, facsimile
transmission, email, telex, telephone and the internet) of interstate or foreign
commerce, or any facilities of a national securities exchange, of Australia, Canada or
Japan;

{{ii) was outside Australia, Canada and Japan when the Form of Acceptance was delivered
and at the time of accepting the Offer and, in respect of Wembley Shares to which the
Form of Acceptance relates, is not an agent or fiduciary acting on a non-discretionary
basis for a principal who has given any instructions with respect to the Offer from within
Australia, Canada or Japan;

(iv) warrants that the Form of Acceptance and any related offer documents have not been
mailed or otherwise sent in, into or from Australia, Canada or Japan and such
shareholder is accepting the Offer from outside Australia, Canada and lapan;

that, if such Wembley Shareholder is not electing for the LPR Cash Alternative, he is notin the
United States, Australia, Canada or Japan nor is he a US Person and he is not accepting the
COffer and expecting LPR Loan Notes with a view to the offer, sale or delivery, directly or
indirectly, of any such LPR Loan Notes in or into the United States, Australia, Canada or Japan
or to, or for the account or benefit of, a US Person and will not held or acquire any LPR Loan
Notes for any other persen who he has reason to believe is purchasing for the purpose of that
offer, sale or delivery;
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that the execution of the Form of Acceptance and its delivery to Capita IRG Plc constitutes,
subject to the Offer becoming unconditional in ali respects in accordance with its terms and to
the accepting Wembley Shareholder not having validly withdrawn his acceptance, the
irrevocable separate appointment of BLB Acquisition and/or JPMorgan as such Wembley
Shareholder’s attorney and/or agent {(attorney), with an irrevocable instruction to the
attorney to:

(i} complete and execute all or any form(s) of transfer and/or renunciation andfor other
document(s) in the attorney’s discretion in relation to Wembley Shares referred to in
paragraph (a){i) of this Part C in favour of BLB Acquisition or as BLB Acquisition or its
agents may direct;

(i) deliver such form(s) of transfer and/or renunciation andfor other document(s} at the
attorney’s discretion together with any certificate(s) and/or other document(s) of title
relating to such Wembley Shares for registration within six months of the Offer
becoming unconditional in all respects; and

(i) do all such other acts and things as may in the opinion of such attorney be necessary or
expedient for the purpose of, or in connection with, the acceptance or deemed
acceptance of the Offer and to vest in BLB Acquisition or its nominee Wembley Shares as
aforesaid;

that the execution of the Form of Accepiance and its delivery to Capita |RG Plc constitutes the
irrevocable appointment of Capita IRG Plc as such Wembley Shareholder’s attorney and/or

-agent {attorney) and an irrevocable Instruction and authority to the attorney:

(i) subjectto the Offer becoming unconditional in ali respects in accordance with its terms
and to the accepting Wembley Shareholder not having validly withdrawn his
acceptance, to transfer to Capita IRG Plc {or to such other person or persons as B8LB
Acquisition or its agents may direct) by means of CREST all or any of the Relevant
Wembley Shares (as defined below) (but not exceeding the number of Wembley Shares
in respect of which the Offer {s accepted or deemed to be accepted); and

(i) if the Offer does not become unconditional in all respects, te give instructions to
CRESTCo, immediately after the lapsing of the Offer (or within such ionger period as the
Panel may permit, not exceeding 14 calendar days from the lapsing of the Offer), to
transfer all Relevant Wembley Shares to the original available balance of the accepting
Wembley Shareholder.

In this paragraph, Relevant Wembley Shares means Wembley Shares in uncertificated form
and in respect of which a transfer or transfers to escrow has or have been effected pursuant to
the procedures described in the letter from JPMorgan contained in Part il of this document
and where the transfer(s) to escrow was or were made in respect of Wembley Shares held
under the same member account ID and participant 1D as the member account 1D and
participant ID relating to the Form of Acceptance concerned {but Irrespective of whether or
not any Form of Acceptance reference number, or a Form of Acceptance reference number
corresponding to that appearing on the Form of Acceptance concerned, was included in the
TTE instruction concerned);

that the execution of the Form of Acceptance and its delivery to Capita IRG Plc constitutes,
subject to the Offer becoming unconditional in all respects in accordance with its terms and to
the accepting Wembley Shareholder not having validly withdrawn his acceptance, a separate
and irrevocable authority and request:

(i} to Wembley or its agents to procure the registration of the transfer of those Wembley
Shares in certificated form pursuant to the Offer and the delivery of the share
certificate(s) and/or other document(s) of title in respect thereof to BLB Acquisition or as
it may direct;

(i) if the Wembley Shares concerned are in certificated form, or if the proviso to sub-
paragraph (iii} below applies to BLB Acquisition or its agents, to procure the despatch by
post {or such other method as may be approved by the Panel) of a cheque drawn on a
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branch of a UK clearing bank in respect of any cash consideration to which he is entitled
under the Offer, at the risk of such Wembley Shareholder, to the person or agent whose
name and address (outside Australia, Canada and Japan) is set aut in Box 5 of the Form of
Acceptance or, if none is set out, to the first-named holder at his registered address
(outside Australia, Canada and Japan); and

if the Wembley Shares concerned are in uncertificated form, to BLB Acquisition and
JPMorgan or their respective agents to procure the making of a CREST payment
obligation in favour of the Wembley Shareholder’s payment bank in accordance with the
CREST payment arrangements in respect of any cash consideration to which he is entitled
under the Offer provided that (aa) BLB Acquisition may (if, for any reason, it wishesto do
so) determine that all or any part of any such cash consideration shall be paid by chegue
drawn on a branch of a UK clearing bank despatched by post and (bb) if the Wembley
Shareholder concerned is a CREST member whose registered address is in Australia,
Canada or Japan, any cash consideration to which such shareholder is entitled shall be
paid by cheque drawn on & branch of a UK clearing bank despatched by post provided
that sub-paragraph (ii) abave shall apply to the despatch of any consideration by post
pursuant to this sub-paragraph (iii);

that the execution of the Form of Acceptance and its delivery constitutes a separate authority
to BLB Acquisition and/or JPMorgan and/or their respective agents within the terms of
paragraphs 4 and 5 of Part B of this Appendix (;

subject to the Offer becoming unconditional in all respects {or, in the case of voting by proxy, if
the Offer will become unconditional in all respects or lapse depending upon the outcome of
the resolution in question) or if the Panel otherwise gives its consent, and pending
registration, that:

0]

(i)

BLB Acquisition or its agents be entitled to direct the exercise of any votes and any other
rights and privileges (including the right to requisition the convening of a general
meeting of Wembley or of any class of its shareholders) attaching to any Wembley Shares
in respect of which the Offer has been accepted, or is deemed to have been accepted,
and such acceptance is not validly withdrawn;

the execution of a Form of Acceptance by a Wembley Shareholder constitutes, in respect
of Wembley Shares comprised in such acceptance and in respect of which such
acceptance has not been validly withdrawn:

(A) an authority to Wembley and/or its agents from such Wembley Shareholder to send
any notice, warrant, document or other communication which may be required to
be sent to him as a member of Wembley (including any share certificate(s) or other
document(s) of title issued as a result of a conversion of such Wembley Shares into
certificated form) to BLB Acquisition at its registered of‘fice;

{B) anauthority to BLB Acquisition and/or its agents to sign any consent to short notice
on his behalf and/or attend and/or execute a form of proxy in respect of such
Wembley Shares appointing any person nominated by BLB Acquisition to attend
general meetings and separate class meetings of Wembley or its members (or any
of them) (and any adjournments thereof) and to exercise the votes attaching to
such shares on his behalf, where relevant, such votes to be cast so far as possible to
satisfy any outstanding condition of the Offer; and

{C) the agreement of such Wembley Shargholder not to exercise any of such rights
without the consent of BLB Acquisition and the irrevocable undertaking of such
Wembley Shareholder not 1o appoint a proxy to attend any such general meeting
or separate class meeting;

that he will deliver {or procure the delivery) to Capita IRG Plc at the address referred to in
paragraph 3{a) of Part B of this Appendix | his share certificate(s) or other document(s) of title
in respect of all Wembley Shares held by him in certificated form in respect of which the Offer
has been accepted or is deemed to have been accepted and not validly withdrawn, or an
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indemnity acceptable to BLB Acquisition in lieu thereof, as soon as possible and in any event
within six months of the Offer becoming unconditional in all respects;

that he will take (or procure to be taken) the action set out in paragraph 18 of the letter from
JPMorgan contained in this document to transfer all Wembley Shares held by him in
uncertificated form in respect of which the Offer has been accepted or is deemed to have been
accepted and not validly withdrawn to an escrow baiance as soon as possible and in any event
so that the transfer to escrow settles within six months of the Offer becoming unconditional in
all respects;

that if, for any reason, any Wembley Shares in respect of which a transfer to an escrow balance
has been effected in accordance with paragraph 18 of the letter from JPMorgan contained in
this document are converted to certificated form, he will (without prejudice to subparagraph
(i){ii}(A) of this Part C) immediately deliver or procure the immediate delivery of the share
certificate(s) or other document(s} of title in respect of all such Wembley Shares as so
converted to Capita IRG Plc at the address referred to in paragraph 3(a) of Part B of this
Appendix | or to BLB Acguisition at its registered office or as BLB Acquisition or its agents may
direct;

that the creation of a CREST payment obligation in favour of his payment bank in accordance
with the CREST payment arrangements as referred to in paragraph (f)(ii) of this Part Cshall, to
the extent of the obligation so created, discharge in full any obligation of BLB Acquisition
and/or JPMorgan to pay to him the cash consideration to which he is entitled pursuant to the
Offer;

that, if he accepts the Offer, he will do all such acts and things as shall, in the opinion of BLB
Acquisition or Capita IRG Plc, be necessary or expedient to vest in BLB Acquisition or its
nominee(s) or such other person as BLB Acquisition may decide the number of Wembley
Shares inserted or deemed to be inserted in Box 1 of the Form of Acceptance and ali such acts
and things as may be necessary or expedient to enable Capita IRG Plc to perform its functions
as Escrow Agent for the purposes of the Offer;

that the terms and conditions of the Offer contained in this document will be incorporated
and deemed to be incorporated in, and form part of, the Form of Acceptance, which will be
read and construed accordingly;

he will ratify each and every act or thing which may be done or effected by BLB Acquisition or
JPMorgan or Capita IRG Plc or any director of BLB Acquisition or JPMorgan or Capita IRG Plcor
their respective agents or Wembley or its agents, as the case may be, in the exercise of any of
his or its powers and/or authorities hereunder (and to indemnify each such person against any
losses arising therefromy);

that, if any provision of Part B of this Appendix 1 or this Part C will be unenforceable or invalid
or will not operate so as to afford BLB Acquisition or JPMorgan or Capita IRG Pic or any
director or duly authorised representative of any of theam or their respective agents the
benefit of the authority expressed to be given therein, he agrees with all practicable speed to
do all such acts and things and execute all such documents that may be required to enable
those persons to secure the full benefits of Part B of this Appendix | and this Part C;

the execution of the Form of Acceptance constitutes his submission, in relation to all matters
arising out of the Offer and the Form of Acceptance, to the jurisdiction of the Courts of
England and that nothing shall limit the right of BLB Acquisition and/or JPMorgan to bring
any action, suit or proceedings arising out of or in connection with the Offer and the Form of
Acceptance in any other manner permitted by law or in any court of competent jurisdiction;
and

on execution, the Form of Acceptance will take effect as a deed.

References in this Part Cto a Wembley Shareholder shall include references to the person or persons
executing a Form of Acceptance, and in the event of more than one person executing a Form of
Acceptance the provisions of this Part C shall apply to them jointly and to each of them.
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APPENDIX I
Summary of the LPR Loan Notes

The LPR Loan Notes will be constituted by a loan note instrument (the Loan Note Instrument)
executed as a deed by BLB Acquisition. The issue of the LPR Loan Notes is conditional on the Offer
becoming or being declared unconditional in all respects. LPR Loan Notes are not available to
Wembley Shareholders in the United States, Australia, Canada or Japan or to US Persons. On the
basis of current law, the LPR Loan Notes as structured on the terms set out below should be non-
qualifying corporate bonds in the hands of individuals who are resident in the United Kingdom for
tax purposes. The LPR Loan Note Instrument will contain provisions, inter alia, 1o the effect set out
below.

Form and Status

1. The LPR Loan Notes will be issued in registered form in amounts or integral multiples of £1
nominal value. The Lean Notes will constitute direct and unsecured obligations of BLB
Acquisition and will rank pari passu with all other unsecured and unsubordinated obligations
of BLB Acquisition, except to the extent provided by law. The Loan Note instrument will not
contain any restrictions on borrowing, or on the charging or disposal of assets hy BLB
Acquisition or any member of the BLB investors Group. The aggregate principal amount of the
LPR Loan Notes will be the aggregate amount of the LPR Entitlements less the amount thereof
which accepting Wembley Shareholders are required, and/or have elected, to take as cash.

Interest

2. Interest on the outstanding principal amount of the Loan Notes will accrue from day to day
and will be payable in arrears on the date the LPR Loan Notes are redeemed or, if any such
date is not a business day, on the next following business day {the Interest Payment Date). The
pericd from {and Including) the date of issue of the LPR Loan Notes up to (but excluding) the
Interest Payment Date is referred to herein as the Interest Period.

3. {a) The rate of interest per annum payable on the outstanding principai of the LPR Loan
Notes will be the rate calculated by BLB Acquisition to be 0.5 per cent. below LIBOR on
the first day of the Interest Period or, if such day is not a business day, on the next
business day thereafter.

(b) Ifsuch rate of interest cannot be so established in accordance with the provisions of sub-
paragraph {a) above for the interest Period, then the rate of interest on the LPR Loan
Notes for the Interest Period shall be calculated by reference to such rate as BLB
Acquisition shail determine on the basis of a quotation or quotations made for 12 month
sterling deposits of similar size in such other appropriate inter-bank market or markets
as BLB Acquisition may select.

(¢} Interestshall be calculated on the basis of a 365 day year and the actual number of days
elapsed in the relevant Interest Period.

4, All payments of interest in respect of the LPR Loan Notes will be made subject to deduction of
any tax required to be withheld or deducted.

Repayment

5.  AnyLPR Loan Notes not previously repaid, purchased or canceiled will be redeemed in full at
par on the date one year after the date on which they were issued (or, if such day is not a
business day, on the first business day thereafter), together with accrued interest thereon up
to (but excluding) that date.

6.  BLB Acquisition or any other member of the BLB Investors Group may at any time purchase any
LPR Loan Notes by tender (available to all LPR Loan Noteholders alike) or by private treaty at
any price.
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7.

Any LPR Loan Notes which are repaid or purchased will be cancelled and shall not be available
for re-issue.

Foreign Currency Redemption

8.

The amount payable by way of principal on repayment of any of the LPR Loan Notes shall be
payable in pounds sterling or, if an LPR Loan Noteholder so elects in writing less than 60 days
but more than 30 days before the relevant date for repayment, in US dollars of an amount
which would have been needed to purchase the pounds sterling amount otherwise due on
repayment on the tenth business day before the due date for repayment (at the spot rate for
the purchase of pounds sterling with US dollars certified by The Royal Bank of Scotland plc as
prevailing at or about 11.00 a.m. (London time) on that date)}, provided that the amount in US
dolfars shail be no less than (and, if itis, shall be equal to) 99.5 per cent., and shall be no more
than (and, if it is, shall be equal to) 100.5 per cent. or, in the case of repayment falling on or
before the first anniversary of the date of issue of the LPR Loan Notes, 100 per cent.), of the US
dollar equivalent of the pounds sterling amount which would have been payable on the due
date for repayment but for the election made by the LPR Loan Noteholder {calculated at the
spot rate for the purchase of sterling with US dollars certified by The Royal Bank of
Scotland pic as prevailing at or about 11.00 a.m. (London time) on the refevant repayment
date or, if such date is not a business day, on the immediately preceding business day).

Acceleration

9.  Each LPR Loan Noteholder shall be entitled to require all of the LPR Loan Notes held by him to
be repaid at par together with accrued interest if any of the following events occurs:

{a) BLB Acquisition fails to pay within 30 days of the due date any principal or interest
payable in respect of the LPR Loan Notes held by that LPR Loan Noteholder;

{b) an order is made by a competent court or an effective resolution is passed for winding-
up BLB Acguisition (other than a voluntary winding-up for the purposes of an
amalgamation, reconstruction or merger on terms previously approved by an
extraordinary resofution, as defined in the Loan Note Instrument); or

(0 anencumbrancer takes possession of, or an administrator or administrative receiver or a
manager or receiver is appointed of or over the whole {(or substantially the whole) of the
undertaking or property of BLB Acquisition, unless the same is removed, stayed, paid out
or discharged within 30 days,

Modification
10. The provisions of the Loan Note Instrument and the rights of the LPR Loan Noteholders wili be

subject to amendment, modification, abrogation, variation or compromise in any respect with
both the sanction of an extraordinary resolution of the LPR Loan Noteholders and the written
consent of BLB Acquisition, or without the sanction or consent of LPR Loan Noteholders if such
amendment would not be prejudicial to the interests of the LPR Loan Noteholders or such
amendment is of a formal, minor or technical nature or to correct a manifest error.

Substitution and Exchange

11.

BLB Acquisition may at any time and from time to time, subject to certain conditions, be
replaced and substituted by any member of the BLB Investors Group as principa!l debtor or
principal debtors {on one or more occasion) in respect of all or any of the LPR Loan Notes
provided that such documents ({if any) are executed as may be necessary to give fuli effect to
the substitution. In addition, BLB Acquisition may at any time require all or any of the LPR
Loan Noteholders to exchange their LPR Loan Notes for loan notes issued by any member of
the BLB Investors Group on the same terms and conditions as those applicable to the LPR Laan
Notes provided that the right of BLB Acquisition to require an exchange shali be exercisable
only if:
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{(a) BLB Acquisition has either obtained {he consent of the relevant LPR Loan Noteholders or
it has obtained the written opinion of independent tax counsel that such exchange will
not crystallise a charge to United Kingdom capital gains tax or corporation tax on
chargeable gains and has obtained all relevant clearances from the relevant United
Kingdom taxation authority; and

{b) theloan notesissued in exchange will be issued on the same terms asthe LPR Loan Notes,
save that the terms of the new loan notes will not include any further right of the issuer
to require exchange or any similar right of exchange or conversion into other shares or
securities.

Listing
12. No application has been or is intended to be made for the LPR Loan Notes to be listed or dealt
in on any stock exchange.

Further Notes

13. The Loan Note Instrument will contain provisions entitling BLB Acquisition to create and issue
further unsecured loan notes either ranking pari passu in all respects (or in all respects except
for the first payment of interest) so as to form a single series with thé LPR Loan Notes or
carrying such rights as to interest, repayment and otherwise as BLB Acquisition thinks fit.

Governing Law

14. The LPR Loan Notes and the Loan Note Instrument will be governed by and construed in
accordance with English law.
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APPENDIX 1l

Financial information relating to Wembley

Nature of financial information

The financial information set out in this Appendix does not constitute statutory accounts within the
meaning of section 240 of the Companies Act. The financial information for each of the three years
ended 31st December, 2003, 3ist December, 2002 and 31st December, 2001 has been extracted
without material adjustment, but with some minor presentational differences, from the published
audited consolidated accounts of Wembiey.

The consolidated accounts of Wembley for each of the three years ended 31st December, 2003,
31st December, 2002 and 31st December, 2001 have been audited by Ernst & Young L.L.P., 1 More
London Place, London, SE1 2AF. The auditors’ reports on the consolidated accounts for each of the
years ended 31st December, 2003, 315t December, 2002 and 31st December, 2001 were unqualified
and did not contain a statement under section 237{(2) ar (3) of the Companies Act.

The auditors’ report on the 2003 Accounts included an additional section concerning the potential
consequences arising from the issue of the indictment by the Government of the United States of
America as explained in Note 24 below.
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Extracts from the audited accounts

for the three years ended 31st December, 2003

A. Profit and loss account

The audited consolidated profit and loss accounts of the Wembley Group for the three years ended

31st December, 2003 are set out below.

2001
in thousands of pounds sterling ~ Note 2003 2002 (restated)
Turnover:

Continuing operations . .................... 97,917 101,127 101,162
Discontinued operations . . .. ................ - 13,891 37,239
TUIMOVEE . ottt it e i i s e e 2 97,917 115,018 138,401
Costofsales.......... . ... (51,295) {58,874} (85,496)
Grossprofit ......... . ... . . . . e, 46,622 56,144 52,905
Administrative expenses . . ... {19,554) (20,283) (20,083)
Operating profit:
Continuing operations:
Continuing operations before exceptional items 35,257 39,273 35,089
Exceptional items relating to continuing
operations . .. ...t 3 (8,189) {400) -
Continuing operations . .................... 27,068 38,873 35,089
Discontinued operations:
Discontinued operations before exceptional
EMS . o e - (1,422) {2,267}
Exceptional item relating to discontinued
oOperations .. ... vt e e 3 - (1,580) -
Discontinued operations . .. ..., ... ... - (3,012) (2,267)
Operatingprofit............. . ... ... .. ... 2 27,068 35,861 32,822
Non-operating exceptional items:
Sale or termination of continuing businesses . . . 3 (518} - -
Sale or termination of discontinued businesses . 3 (1,389) (8,685) -
Provision for loss on disposal of discontinued
DUSINGSSES . .0 iv i e 3 - (1,678) -
Non-operating exceptional items ............. {1,907) (10,363} -
Interest receivable and similar income ...,..... 1,057 1,059 1,353
Interest payable and similar charges . .......... 7 (120) (446) (616)
Profit on ordinary activities before taxation ... .. 26,098 26,111 33,559
Tax on profit on ordinary activities . . .. ........ B {13,001) (10,781} {12,070)
Profit for the financialyear . ................ 13,097 15,330 21,489
Ordinary dividend ........................ (2,263) {6,211) {5,546)
Retained profitfortheyear . ................ 10,834 9,119 15,943
Earnings per share (pence per share) ........., 10 37.9 427 55.8
Diluted earnings per share (pence per share) . . .. 10 37.7 422 55.0
Adjusted earnings per share {pence per share) . .. 10 64.0 64.0 54.2
Dividend per share (pence pershare} .......... 9 6.5 18.0 15.0

Legal fees incurred in 2002 in relation to the Federa! Grand Jury investigation in Rhode Island have
been disclosed as an exceptional item, having previously been included within the results of the US

gaming division.

The accounts for the year ended 31st December, 2001 have been restated for UK Financial
Reporting Standard 13, “Deferred Tax", as detailed more fully under Principal accounting policies in

section E below.
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B. Statement of total recognised gains and losses

The audited statements of total recognised gains and losses of the Wembley Group for the three
years ended 31st December, 2003 are set out below.

2001
In thousands of pounds sterling 2003 2002 {restated)
Profit for the finandialyear ......... ... .. .. .. ... 13,097 15,330 21,488
Exchange differences .. ... ... it {12,5086) (13,853) 3,179
Release of tax provision no longer required . .......... - 5,127 -
Total recognised gains relating to the period . ...... ... 591 6,604 24,668
Prior year adjustment relating to deferred tax ......... - (5,400} -
Total recognised gains since the last annual report ... .. 591 1,204 24,668

A note of historical cost profits and losses has not been provided on the basis that the difference,
when compared to the reported result in the profit and loss account, is not material.

C. Balance sheet

The audited consolidated balance sheet of the Wembley Group as at 31st December, 2003 is set out
below.

In thousands of pounds sterfling -- - . - ’ Note 2003
Fixed assets
Intangible assets . . . .. ... L e e 11 1,338
Tangible @ssets .. ..o e 12 162,348
163,687
Current assets )
Debtors: recoverable withinoneyear ....................... e 13 21,541
Cashatbankandinhand. .. .. ... i it i e e e 22,656
. 44,197
Creditors: amounts falling due within one year ... 14 (13,397)
Netcurrent assets . ... ... ... it iiinnnerenneenann s 30,800
Total assets less currentliabilities . .. ......... ... ... .. ... ... ... 194,487
Provisions for liabilitiesand charges . . .. ... ... ... .. .. .o L 18 (6,460)
Netassets .. ... .. . i e e e 188,027
Capita! and reserves
Share capital . ... .o i e e e e 19 34,662
Share premium actoUNt .. .. vttt e et e e e e 20 867
RevalUation MESBIVE . . .ttt it i it i it ittt e e et e e 20 61,321
Capital redemption reserve . . .. ........ P 20 1,651
Profit and 10sS @CCOUNT . . . ... .. i i e e s 20 89,526
Equity shareholders”" funds .. .. ... .. ... ... ... . 0 188,027
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D. Cash flow statement

The audited consolidated cash flow statement of the Wembley Group for the year ended
31st December, 2003 is set out below.

in thousands of pounds sterling Note 2003
Net cash inflow from operating activities . . ........................ 25 29,261
Returns on investments and servicing offinance .................... 26 60
TaXAON . . .ttt e e e e e 26 (12,967}
Capital expenditure and financial investment . .. ... ................. 26 (5,374)
Acquisitions and disposals .. ...... ... . . . e e 26 10,045
Equity dividends paid . . ... ... .. o {6,400)
Net cash inflow before management of liquid resources and financing . . .. 14,625
Management of liguid resources. . . ......... ... .o, 26 (14,762)
FInancing ... ..o i e e e, 26 4,704
Increase incashintheyear ...... ....... . .. ... ... .. 0., 4,567

Reconciliation of net cash flow to movement in net funds

In thousands of pounds sterfing Note 2003
Increase incashintheyear ... ... ... ... ... . . i i 4,567
Cash inflow from increase infoans .. ..o it {3,974)
Cash outflow in respect of short-term deposits ... ................... 14,762
Movement in net funds resulting fromcashflows . .................. 15,355
Foreign exchange transiation difference ........... ... . ... ... . ... (216)
Movement innetfundsintheyear ... ... ... .. ... . .. . .. . . i, 15,139
Opening netfundsat 1stJanuary . ..... ... vttt iin s, 3,889
Closing netfunds at 31stDecember . .. ........... .. iiviiinenen, 27 19,028

E. Notes to the Accounts

1. Principal accounting policies

The Accounts are prepared in accordance with applicable United Kingdom accounting standards.
The particular accounting policies adopted are described below. These policies have all been
applied consistently throughout the period, with the exception of the policy for deferred tax.
UK Financial Reporting Standard 19 (FRS 19} has been adopted for the years ended 31st December,
2003 and 31st December, 2002. UK Statement of Standard Accounting Practice 15 was applicable
for the year ended 31st December, 2001, although the 2001 figures shown here have been restated
for FRS 19. The application of FRS 19 resulted in a2 £5.4 million prior year adjustment for deferred tax
in the 2001 Accounts and an increase in the tax charge for the year ended 31st December, 2002 of
£0.5 million {2001: decrease in tax charge of £0.3 million).

Basis of preparation

The Accounts have been prepared under the historical cost convention modified to include the
revaluation of certain properties and in accordance with applicable accounting standards. The
consolidated Accounts comprise the Accounts of Wembley plc and its subsidiary undertakings (the
Wembley Group).

Tangible fixed assets

The transitional rules of UK Financial Reporting Standard 15, “Tangible Fixed Assets”, have been
adopted for the Wembley Group's operating properties permitting the retention of the carrying
values at the previously revalued amounts. These properties will not be subject to further
revaluations. The last revaluation took place at 31st December, 1998,
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All other fixed assets are stated at cost. Impairment tests are carried out as and when required by
UK Financial Reporting Standard 11, “Impairment of Fixed Assets and Goodwill”.

No depreciation is provided on freehold land. Buildings are depreciated to residual values over a
period of 50 years or the estimated useful life of the building, whichever is less.

Other assets are depreciated using rates of 4 per cent. to 50 per cent. per annum, which are
considered appropriate to write down the assets to their estimated residual value on a straight line
basis over their estimated useful lives.

Leases
Rental payments in respect of operating leases are charged against operating profit as incurred,

Deferred taxation

Full provision is made for deferred tax on all material timing differences that have originated but
not reversed at the balance sheet date and that result in an obligation to pay more, or a right to pay
less, tax in the future with the following exceptions:

. Provision is made for tax on gains arising from the revaluation of fixed assets only to the
extent that, at the balance sheet date, there is an agreement to dispose of the assets
concerned;

«  Deferred taxation assets are recognised to the extent that they are regarded as recoverable;
and '

. Provision is only made for deferred tax that would arise on remittance of the retained
earnings of overseas subsidiaries to the extent that dividends have been accrued as receivable.

Deferred tax is calculated on a non-discounted basis at tax rates and laws that have been enacted or
substantively enacted at the balance sheet date.

Goodwill
Goodwill represents the excess of purchase consideration for an acquired business over the fair
value attributed to its separately identifiable assets and liabilities.

Goodwill is capitalised and amortised over its estimated useful economic life, on an
acquisition-by-acquisition basis.

Positive goodwill is reviewed for impairment at the end of the first full financial year following the
acquisition and in other periods if events or changes in circumstances indicate that the carrying
value may not be recoverable,

Goodwill arising on acquisitions prior to 30th September, 1898 remains efiminated against reserves.

Foreign currency

The exchange rates used to express the assets and liabilities of overseas companies in sterling are
the rates ruling at the end of the financial year. Earnings are transiated at average exchange rates
during the year, except where a single transaction is of such significance that the rate on the date of
the transaction is used. Other foreign currency assets and liabilities are expressed at year end rates.

Exchange differences arising on consolidation from the retransiation of the opening net
investment in overseas companies are taken directly to reserves. Other exchange differences are
dealt with in the profit and loss account. :

Pension costs

In accordance with UK Statement of Standard Accounting Practice 24, “Accounting for Pension
Costs”, contributions are charged to the profit and loss account so as to spread the cost of pensions
over employees' working lives with Wembley. Variations in pension cost, as identified by actuarial
valuations, are amortised over the average expected remaining working lives of employees in
proportion to their expected payroll costs.

In addition, the transitional disclosure requirements of UK Financial Reporting Standard 17,
“Retirement Benefits”, have been made for the year ended 31st December, 2003.

57

0066

i
i
i
13
]




2. Operating profit and segmental analysis
Operating profit
2003 2002 2001
in thousands of Continuing Dis- Dis-
pounds sterling /total Continuing continued Total Continuing continued Jotal
Turnover ............ 97,917 101,127 13,891 115018 101,162 37,239 138,401
Costofsales.......... (51,295) (50,943) (7,931) (58,874) (59,899) (25,597) (B85,496)
Gross profit .......... 46,622 50,184 5,960 56,144 41,263 11,642 52,905
Administrative expenses .  {19,554) (11,311) (8,972) (20,283} (6,174) {(13,909) (20,083)
Operating profit/(loss) .. 27,068 38,873 (3,012) 35,861 35,089 (2,267) 32,822
Segmental analysis
2003 2002 2001
Net
In thousands of Net Net assets
pounds sterling Turnover Profit assets Turnover Profit assets Turnover Profit {restated)
Class of business:
Continuing operations:
Geming
UsS .o ive i 72,385 34,398 109,375 76,650 37,916 118,252 77,563 33,295 131,716
UK. .. ..ooovivn 25,532 3,570 46,448 24,477 4,509 42,645 23,599 4,508 40,476
Central management . . . ~ (2,711) 13,175 - (3,152) 23,068 - (2,719) (3,203}
Continving: before
exceptional items . ., . 97,017 35,257 168,999 101,127 39,273 183,965 101,162 35,089 168,989
Exceptional items .. ... - (8,189) - - (400) - - - -
Totai - continuing
operations ........ 97,917 27,068 168,999 101,127 38873 183,965 101,162 35,089 168,989
Discontinued operations:
Gaming: 24dogs . ... .. - - - 146 {1,137) - 1,815 {1,316) 1,721
Events Services:
Keith Prowse .. .. ... - - - 773 {182) - 17,028 992 187
Wembley Complex ... - - - 8,516 (140) -~ 13,366  (1,252) 3817
Event management
services . ...,....,. - - - 4,456 37 1,315 5,229 (691} 4,007
Exceptional item. . ... - - - - (1,530) - ~ - -
TULROVEr . ... .. «.... 97,917 115,018 138,401
Operating profit . ... .. 27,068 35,861 32,822
Non-operating
exceptional items . . . . (1,907} (10,363) -
Net interest receivable . . 937 613 737
Profit before tax . ... .. 26,098 26,111 33,559
Capital employed ... .. 168,999 185,080 213,075
Net cash/(debt) ... .... 19,028 3,889 {6,895}
Netassets .......... 188,027 188,369 206,180
Geographical area;
Continuing operations:
United Kingdom . . . .. 25,532 76 58,624 24,477 1,357 65,713 23,599 1,794 37,273
North America {USA) .. 72,385 26,992 109,375 76,650 37,516 11B,252 77,563 33,295 131,716
) 97,917 27,068 168,999 101,127 3B,873 183,965 101,162 35,088  168,98%
Discontinued operations:
United Kingdom and
freland. .. ....... - - - 13,891 (3,012) 1,115 37,239 (2,267) 44,086
97,917 27,068 158,999 115,038 35,861 1B5,080 138,401 32,822 213,075
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Turnover represents sales {excluding VAT and other similar sales taxes) to external customers.
Turnover between business segments is not material. The analysis of turnover by geographical area
is based on the origin of the supply. The analysis by destination is not materially different andso is
not shown.

The analyses of capital employed by activity and geographical area are calculated on net assets
excluding inter-company balances and investments and all cash and borrowings. The Wembley
Group's financing is centrally arranged and accordingly the cash and borrowings and net interest
are not attributed to individual activities or geographical areas.

The results for the US gaming division includes income from gaming, greyhound and horse-racing
venues. The turnover and profit from continuing operations are principally derived from the
operations of Lincoln Park.

3.  Exceptional items

In thousands of pounds sterling . 2003 2002 2001
Exceptional items relating to continuing operations:
Costs incurred in relation to the VLT initiative in Colorado {(4,300) - -
" Provision for impairment in vaiue of fixed assets in

Coloradl ...t e e {1,690) - -
Costs incurred in relation to the indictment issued in

Rhode lsland . ........ ... . i erinnnn. (1,415) (400} -
UK gaming: closure and aborted planning costs . .... ... {784) - -
Exceptional items relating to continuing operations . . . .. (8,189} (400) -
Exceptional items relating to discontinued operations:
Impairmentof goodwill . .. ......... ... ... ....... .. - (1,590} -
Provision for the loss on disposal of The Corporate

Innovations Company Limited ... ................. - (1,678) -

Sale or termination of continuing businesses:
Cost incurred in connection with the proposed acquisition

of Wembleyple ... ... o i {518) - -
Sale or termination of discontinued businesses:
Sale of The Corporate Innovations Company Limited . ... {1,133} - -
Sale of Wembley Internationa! Limited and Wembley

Ticketing business . . . . ... i e 444 (155) -
Termination of Hong Kong operations . .............. {700) - -
Sale of Wembley (London) Limited . . ................ - (8,220) -
Sale of Wembley Sports Arena Limited . .............. - 1,142 -
Sale of 50% shareholding in The Beatles Story Limited . . . - 340 -
Terminationof 24dogs .. . ... ... - {1,792) -
Sale or termination of discontinued businesses ........ (1,389) (8,685) -

{10,086) (12,353) -

Costs incurred in relation to the VLT initiative in Colorado

In November, 2003, the voters of Colorado rejected a proposal that would have commenced a
State-run video lottery programme at Colorado’s racetracks. The US gaming division would have
benefited from the passage of this amendment, as it is the owner of four out of the five racetracks
in Colorado. Costs of approximately £4.3 milliocn were incurred in pursuit of this initiative, primarily
in relation to advertising. No relief has been taken for this expenditure in terms of calculating the
tax charge in 2003.
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Provision for impairment in value of fixed assets in Colorado

In 2003, a provision of £1.7 million has been made against the carrying value of one of the
non-racing properties in Colorado, writing the carrying value of the property down to its estimated
market value.

Costs incurred in relation to the indictment issued in Rhode island

in 2003, costs of £1.4 million (2002: £0.4 million) arose as a result of the investigation by a Federal
Grand Jury in Rhode Island and the subsequent issue of an indictment. The costs primarily comprise
legal fees. The expenditure of £0.4 million incurred in 2002 has been disclosed as an exceptional
item, having previously been included within the result for the US gaming division. it has been
assumed within these Accounts that these costs will be allowable for tax purposes.

UK gaming: closure and aborted planning costs

fn 2003, costs of £0.8 million arose within the UK gaming division and comprise £0.6 million of costs
arising from the closure of the loss-making Catford greyhound stadium in November, 2003 and the
costs incurred in pursuing an unsuccessful planning application for the development of a new track
in Liverpool.

Costs incurred in connection with the proposed acquisition of Wembley plc

In the period to 31st December, 2003, fees of £0.5 million (2002 and 2001: £nil) were incurred in
relation to discussions with a number of parties interested in acquiring all or part of the Wembley
Group. These fees were paid to the Wembley Group's financial, tax and legal advisers in both the UK
and USA and included the development of a scheme to reorganise the Lincoln Park Inc. corporate
entity and thereby separate the indicted entity from the remainder of the Wembley Group.

Sale of The Corporate Innovations Company Limited

in February, 2003, Wembley agreed the sale of The Corporate Innovations Company Limited to a
management buy-out team for £50,000 together with an interest bearing loan note of £1.0 million
receivable in instalments during 2004 and 2005. A cash facility of £0.15 million was also made
available for the period through to 1st April, 2005. Foliowing a review of the performance of this
business in 2003, a provision has been made against both the deferred consideration and the cash
facility. In total, a toss of £1.1 million has been recorded in the year.

Sale of Wembley International Limited and Wembley Ticketing business

The Wembley Ticketing business was sold in July, 2002 to The Way Ahead Group Limited, a wholly
owned subsidiary of Stoll Moss Group Holdings Limited, for £150,000 in cash plus further
performance related payments payable through 2003 and 2004. in 2003, this performance related
payment totalled £444,000.

Termination of Hong Kong operations

A long running dispute in Hong Kong arose from the management of the Hong Kong stadium by a
Wembley subsidiary company during the mid-1990s. Wembley defended a claim for breach of
contract and counterclaimed that the contract was unlawfully terminated. The dispute went to trial
in December, 2003 and this concluded in January, 2004. Costs of £0.7 million were incurred during
2003, In March, 2004, the presiding judge found in favour of Wembley, awarding both damages
and costs to Wembley.

Sale of Wembley {London) Limited

The sale of Wembley {London) Limited was completed on 6th August, 2002 to Quintain Estates and
Development plc for £48.6 million. £16.0 million was received on completion, A net £15.0 million

was received in December, 2003, made up of £18.6 million of deferred proceeds less £3.6 million of .

former intercompany balances owing by Wembley plc. £0.5 miltion of intercompany balance is
receivable by Wembiey plc in June, 2004. A net £13.8 million is due in December, 2004, made up of
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the final instaiment of the proceeds of £14.0 million less £0.2 million of former intercompany
balances owing by Wembley plc.

At the date of disposal, all deferred amounts were discounted back to their present value using a
discount rate of 3 per cent. This discount of £1.6 million is being unwound in the period through to
December, 2004. £0.4 million was released within interest receivable in 2002, £0.8 million was
released in 2003 and £0.4 million will be released in 2004.

Sale of Wembley Sports Arena Limited

In March, 2002, Wembley Sports Arena, which traded as Keith Prowse Hospitality, was sold for £5.6
million, of which £0.6 million was deferred until March, 2004, The company had net assets of £1.0
million at the date of disposal. The need to recycle goodwil! through the profit and loss account
that had previously been written off against reserves of £3.1 million and transaction costs of £0.3
million resulted in a net profit on sale of £1.1 million.

Termination of 24dogs

Following a review of the performance of this business, it was concluded in 2002 that, this
operation could no longer be expected to achieve profitability in line with its business plan, The
£1.8 million charge reflects redundancy costs, fixed asset disposals and exit costs from contractual
commitments.

4.  Profit on ordinary activities before taxation

In thousands of pounds sterling 2003 2002 2001
Profit before taxation is arrived at after charging: ’
Depreciation .......... . i i e 4,787 - 4,255 5,335
Amortisation of goodwill . ... ... .. oL 53 1,830 2491
Operating lease rentals in respect of plant and

BQUIPMEBNT . ..ttt e e e e 342 323 590
Auditors’ remuneration - audit services . ............. 207 196* 129
Fees for non-audit work to auditors and their associates . 236 178* 159

*  Auditors’ remuneration and fees for non-audit work in 2002 were originally reported in 2002 as £124,000 and £249,000
respectively but were restated in the 2003 accounts.

The fees for non-audit work to the auditors and their associates in each year arise primarily in

relation to Internal audit services in the US (2003: £133,000; 2002: £130,000; 2001: £95,000). In

addition, advice was received from Ernst & Young in relation to the construction of a new building

at Lincoln Park in 2003, in respect of the disposal of subsidiary undertakings in 2002, and taxation in

2001.
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5. Directors
Directors’ remuneration
The total remuneration of the Wembley Directors, including pension contributions, was as follows:

In thousands of pounds sterling 2003 2002 2001
Executive Directors:
Basicsalary ... ... e e 540 412 370
Benefits . ..o i i e e e 35 40 32
Performancerelated bonus . ......... ... ... ... ... - 216 180
Total remuneration .......c. ittt 575 668 582
Pension contributions. . ... ... ... o i e 65 36 36
Pensionsupplement. . . ... ... .. . . i i, 82 90 70
722 794 688
Non-executive Directors:
=T 137 160 249
Total Directors’ remuneration. . ........... ... 0. .. 859 954 937

The components of the remuneration of the Executive Directors holding office during 2003 were as
follows:

Perform- Total Total Total

ance remun- remun- remun-

in thousands of Basic related eration eration eration
pounds sterling salary Benefits bonus 2003 2002 2001
CAHultman...... 168 - - 168 - -
BN Potter........ 194 15 - 208 392 356
MJ Elliott . ....... 178 20 - 198 276 226
Total 2003 ....... 540 35 - 575 - -
Total 2002 ... .... 412 40 216 - 668 -
Total 2001 ....... 370 32 180 - - 582

Remuneration for CA Hultman represents basic salary from the date of his appointment as an
Executive Director on 10th September, 2003. Remuneration for BN Potter represents basic salary
and benefits received for services performed as an Executive Director until he resigned from the
Board on 17th September, 2003.

No Director had any interest in any contract (other than service contracts) to which a Wembley
Group company or Wembley was a party during the year or which existed at the end of the year.

6. Staff number and costs

The average monthly number of persons employed by the Wembley Group (including Executive
Directors) during the year was as follows:

Number 2003 2002 2001
Gaming: Fulttime .................. 662 734 694
Parttime..........covvut, 1,709 1,555 1,767

Events Services: Fulltime ..ot - 138 278
Parttime.................. - 41 70

Central management:  Fulltime .................. 11 13 15
2,382 2,481 2,824
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The aggregate payroll costs of these persons were as follows:

In thousands of pounds sterling 2003 2002 2001

Wagesandsalaries ........c. i oo, 21,918 26,363 30,864

Social security €osts . ... ... e e e 1,439 1,943 3,491

Other pension Costs « . ... v it in it i e 1,687 1,714 1,898
25,044 30,020 36,253

7. Interest payable and similar charges

In thousands of pounds sterling 2003 2002 2001

Bank foansandoverdraft......................... 120 446 616

8. Tax on profit on ordinary activities

Analysis of tax charge:

2001
in thousands of pounds sterling 2003 2002 (restated)
UK corporationtaxat30% .......... ... 502 - 265
UK corporation tax on UK exceptional items .......... (30) - -
Overseastaxation . ....... ... i i 12,871 15,007 12,720
QOverseas taxation on overseas exceptional items ....... (579) (163) -
Adjustments in respect of prior years UK corporation tax . - (3,747) (607)
Adjustments in respect of prior years overseas tax ... ... {400) {779) -
Qurrenttax .. ..o e e e s 12,704 10,318 12,378
Deferred taX ... . ot it e it i e 297 463 (308}
Tota) 18X . .t 13.001 10,781 12,070
2001:

Based on profit on ordinary activities of £33.6 million, the Wembley Group's effective rate of tax is
36.0 per cent. When the impact of the adjustment in respect of prior year corporation tax is made,

the effective rate is 37.8 per cent.

2002:

Based on profit on ordinary activities of £26.1 million, the Wembley Group's effective rate of tax is
41,3 per cent. When the impact of the adjustment in respect of prior year corporation tax and the
impact of exceptional items (note 3) is made, the effective rate is 40.2 per cent.

2003:

Based on profit on ordinary activities of £26.1 million, the Wembley Group's effective rate of tax is
49.8 per cent. When both the after tax impact of the exceptional items and the adjustments in

respect of prior years' taxes are excluded, the effective rate is 38.9 per cent.
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Factors affecting the current tax charge
The tax assessed on the profit on ordinary activities for the year is different from the weighted

average tax rate for the countries that the Wembley Group operates in of 39.7 per cent. (2002 : 40.4
per cent.; 2001: 40.0 per cent.). The differences are reconciled below:

in thousands of pounds sterling 2003 2002 2001
Profit on ordinary activities beforetax .. ............. 26,098 26,111 33,559
Profit on ordinary activities before tax muitiplied by

weighted average tax rate for the Wembley Group. ... 10,361 10,544 13,424
Non-taxable income net of expenses not deductible for

TAX PUIPOSES . . o oottt e e et iv i e (138) (482} (747)
Unrelieved losses carried forward . ... ............... - 418 -
Utilisation of tax losses . ...t {160} - -
Capital allowances in excess of depreciation........... (290) (396) (80)
Total exceptional items not allowable fortax.......... 3,338 4,827 -
Adjustment in respect of prior yearstax. .. ........... (400) {4,526) (607)
Other timing differences .......... ... ciirennnn.. {7) {67) 388
Total currenttax .. ..o ittt 12,704 10,318 12,378

Factors that may affect future tax charges

No provision has been made for deferred tax of approximately £1.1 million (2002: £1.1 million,
2001: £1.4 million) where potential taxable gains have been rolled over into replacement assets.
Such gains would only become taxable if the assets were sold without it being possible to claim
roll-over relief or offset capital losses.

No deferred tax asset has been established in respect of carried forward tax losses in the UK of £1.0
million (2002: £1.4 million, 2001: nil) as their future use is uncertain.

9. Ordinary dividend

in thousands of pounds sterling : 2003 2002 2001
iInterimdividend ... e e e 2,252 2,155 1,890
Finaldividend ... ... it i ns - 4,137 3,714
Adjustment in respect of prior year final dividend . ... .. 11 (81) (58)

2,263 6,211 5,546

An interim dividend of 6.5 pence per share in 2003, 6 pence per share in 2002 and 5 pence per share
in 2001 was paid on 19th September, 2003, 20th September, 2002 and 21st September, 2001,
respectively.

No final dividend for 2003 was proposed. A final dividend of 12 pence per share for 2002 and
10 pence per share for 2001 was paid on 2nd May, 2003 and 1st May, 2002, respectively.
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10. Earnings per share
The earnings per share figures have been calculated as follows:

2001

2003 2002 (restated)

Profit for the financial year (£000) ................. 13,097 15,330 21,489
Weighted average number of shares in issue ('000) ..... 34,587 35,870 38,529
Earningspershare. .. ....... ... ... ..iuivuuaun.s 37.9p 42.7p 55.8p

The diluted earnings per share figures of 37.7 pence, 42.2 pence and 55.0 pence in each of 2003,
2002 and 2001 are based on the profit for the financial year (2003; £13,097,000; 2002: £15,330,000;
2001: £21,489,000) and on the diluted share capital calculated as follows:

in thousands 2003 2002 2001
Basic weighted average number of shares ............ 34,597 35,870 38,529
Dilutive potential ordinary shares:

Executive share option schemes . ................... 162 389 398
Employee sharesave schemes ... ........cooviinun.. 24 69 95
Ry =Y o1 - - 59

34,783 36,328 39,081

The fair value (average price for the year) of Wembley plc shares during 2003 was £6.13 (2002:
£7.30; 2001 £6.68).

The adjusted earnings per share figures have been calculated as follows:

2001
Pence per share 2003 2002 (restated)
Basicearningspershare. ..... ...t ‘ 37.9 42.7 55.8
Adjustment in respect of exceptional items {note 3} .. ... 29.2 344 -
Adjustment in respect of taxation on exceptional items
MO B) v ittt ettt i e e e (1.9) {0.5) -
Adjustment in respect of prior year taxation (note 8) . ... (1.2) (12.6) (1.6)
Adjusted earnings pershare ................... ... 64.0 64.0 54.2

An adjusted earnings per share figure is included as, in the opinion of the Wembley Directors, this
gives a more useful indication of underlying performance.
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11. Fixed assets - intangible

In thousands of pounds sterling Goodwill
Cost:

Atdstdanuary, 2003, . .. . .t i e e 4,301

Acquisition of subsidiary undertaking . ... ... .. . e 1,102

Disposal of subsidiary undertaking . .. ...... ... i e (3,941)
Exchange differences ... ... .. i e e e 31
At31st December, 2003 . ... . ... e e e e 1,431

Aggregate amortisation:

At st January, 2003 . . . oot e e e 3,749

Disposal of subsidiaryundertaking ... ... .. o i i i e e {3,710
Provided during the year ... ...ttt i i et i e 53

At 31st December, 2003 . ... ... e e i e 92

Net book value:

At 31st December, 2003 . .. . ... . e e e e e 1,339

At IstJanuary, 2003 . . . .o e e e 552

Intangible fixed assets represent goodwill arising on the acquiﬁition of Wembley Group
undertakings.

m

@

(3

On 25th October, 2000, the Wembley Group purchased the entire issued share capital of The
Corporate Innovations Company Limited. On 5th February, 2003, the Wembley Group sold this
company to a management buy-out team (note 30).

At 31st December, 2002, the net book value attributable to the goodwill purchased on The
Corporate Innovations Company Limited was £231,000. The goodwill was written off on
completion of the disposal on 5th February, 2003.

On 16th April, 2001, the Wembley Group purchased the trade and assets of Rocky Mountain
Greyhound Park in Colorado, USA. Goodwill of £399,000 arising on the acquisition was
capitalised and is being amortised over its presumed economic life of 20 years from the date of
purchase. At 31st December, 2003, the net book value of this goodwill was £272,000.

On 27th May, 2003, the Wembley Group purchased the entire share capital of the Perry Barr
Greyhound Racing Club Limited. Goodwill of £1,102,000 arising on the acquisition has been
capitalised and is being amortised over its presumed economic life of 20 years from the date of
purchase (note 29).
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12. Fixed assets — tangible

Freehold  Buildings & Plant &

In thousands of pounds sterling land fixed plant equipment Total
Cost:
At 1stJanuary, 2003 ............... 126,518 48,111 22,052 196,681
Additionsatcost...... ... ... .., - 2,606 2,833 5,439
Acquisition of subsidiary undertakings

note29) .. ..o - 3,137 463 3,600
Disposals .. ............. ... ... - (584) (3,378) (3,962)
Disposal of subsidiary undertakings

(note30) . ... i - - (425) (425)
Exchange differences. .............. (10,471) (2,593) (1,077} (14,141)
At 31st December, 2003 ............ 116,047 50,677 20,468 187,192
Aggregate depreciation:
At istJanuary, 2003 ............... - 11,728 13,678 25,406
Provided duringtheyear............ - 1,455 1,642 3,097
Provision for impairment of assets

(hote3) ... it e - 1,591 %9 1,690
Disposals. . ...c.ovinven i - (585) (3,286) (3,871)
Disposal of subsidiary undertakings

note30) ... . cii e - - (211) {211}
Exchange differences. .............. - (582) (685) (1,267)
At 31st December, 2003 .. .......... - 13,607 11,237 24,844
Net book value: '
At 31st December, 2003 ............ 116,047 37,070 9,231 162,348
At istlanuary, 2003 ............... 126,518 36,383 8,374 171,275

Up to 31st December, 1899, freehold land, buildings and fixed plant {(operating properties) were
revalued by professionally qualified external valuers on an open market value for existing use basis.
The last revaluation took piace on 31st December, 1998. With effect from 1st January, 2000, the
Wembley Group has retained these carrying values and treated them as the effective "histerical
cost” as permitted by the transitional rules of UK Financial Reporting Standard 15, "Tangible Fixed
Assets”.

13. Debtors - recoverable within one year

in thousands of pounds sterling V 2003
Trade deblors .. .. . i e et e e e e e e s 4,548
Other debtors . ... it it et i ienannens P R 15,225
Prepayments and accrued INCOME . . . .. vt it e e et e e s 1,768

21,541

Other debtors recoverable within one year include both the final amounts receivable on the sales of
Wembley (London) Limited (£13.9 million net of the associated fair value discount of £0.4 million)
and Wembley Sports Arena Limited (£0.6 million).
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14. Creditors: amounts falling due within one year

in thousands of pounds sterling 2003
13- 1] G0 o -1 TN 3,628
Trade creditors . . oo e e e e 2,734
Other creditors including taxation and social security . .......... ... ......... 2,661
Accruals and deferred income .. ... L e e 4,374
13,397

Other creditors including taxation and social security comprise:
Corporationtax ....... e e e e e 84
Social security and othertaxes .. ... ... L i e, 942
Other Creditors . ... oo e e e e e e 1,635
2,661

15. Derivatives

The Wembley Group’s treasury policy is to manage financial risks that arise in relation to underlying
business needs. It is the Wembley Group’s policy not to trade in financial instruments nor to enter
into speculative transactions. As permitted by UK Financial Reporting Standard 13, "Derivatives and
Other Financial Instruments”, the disclosures below do not include short-term debtors and creditors
other than in relation to currency assets and liabilities.

Interest rate risk

2003
Non-
Floating Interest
in thousands of pounds sterling rate Bearing Total
Financial liabilities
Currency
UKsterling ......... ... . . . i i 3,628 931 4,559

At 31st December, 2003, floating rate financial liabiiities of £3.6 million comprise a bank loan only.
All floating rate financial liabilities bear interest at rates based on the Bank of England base rate.

Non-interest bearing financial liabilities comprise "Provisions for liabilities and charges - provisions
for onerous contracts” {note 18).

Financial assets

2003

Non-

Floating interest
in thousands of pounds sterling rate Bearing Total

Currency:

UKsterling .. ..., . i e, 17.291 - 17,291
USdollars . ... o i e 5,365 - 5,365
Total . . e e 22,656 - 22,656

Foreign currency risk

The Wembley entity balance sheet inciudes cash balances of £30,000 denominated in US dollars. No
other Wembley Group companies maintain balances with third parties denominated in currencies
other than their functional currency.
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Liquidity risk

2003
In thousands of pounds sterling Borrowings Other Total

Maturity of the Wembley Group's financial liabilities:
Inoneyearorlessorondemand.................... 3,628 284 3,812
In more than one year but not more than two years .. ... - 100 100
in more than two years but not more than five years. . . .. - 300 300
iInmorethanfiveyears ...... ... itvrerenrnenson, - 247 247
3,628 931 4,559

Fair values of financial assets and liabilities

2003
Fair
In thousands of pounds sterling Book value value
- 1] o O 6,736 6,736
Shorttermdeposits. .. .. .. o 15,920 15,920
Bank J0aR . . .. i e e e e e e e {3,628) (3,628)
Provisions for onerous contracts ......... ... (931) {(931)

18,087 18,097

16. Borrowings and banking facilities

In thousands of pounds sterling 2003
BanK J0aN e e e e e e e (3,628)
Cash and short-term deposits . ... ... it i it i e 22,656
113 3 - 11 + T P TP S 19,028

Barclays Bank ple, the Wembley Group's clearing bank, provide a £5 million overdraft facility. This is
renewed annually. interest is payable at variable interest rates based on the Bank of England base
rate.

Barclays Bank plc also provide a five-year unsecured revolving credit facility of £40 million, with a
margin of LIBOR plus 0.6 per cent. This facility expires on 17th January, 2007.
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17. Deferred taxation

In thousands of pounds sterling

At st danuary, 2003 . . .o . e e 5719
Acquisition of subsidiary undertakings . ...... ... .. o i, 114
Provided iINthe Year. . . ..o it ittt i i i e e e e e 297
Exchange rate movements . ... ... ittt e e e (601)
Deferred tax provision at 31st December, 2003 ................... ... .... 5,529

In thousands of pounds sterling

Analysis of deferred tax by type of difference:

Capital allowances in advance of depreciation ............................ 5,768
Other timing differences .. ... ... it e e (239)
Deferred tax provision at 31st December, 2003 .........................., 5,529

No provision has been made for the potential fiability to taxation, estimated at £27.0 million in
respect of chargeable gains which would arise on the disposal of the intangible assets and
operating assets of the Wembley Group at the net book value shown in these Accounts as there are
no binding agreements to sell any of these assets. ’

18. Provision for liabilities and charges

In thousands of pounds sterling 2003
Deferred taxation (NOte 17) ... oo i it i e et e e e e 5,529
Provision for onerous contracts (see below) ........... ... ... . . ... . 931

6,460

Provisions for onerous contracts

in thousands of pounds sterling

At dstdanuary, 2003 . . .. i e e 915
Released duringtheyear ... . ... ... .. i i (134)
Provided duringtheyear .. .. ... i i i e e s 150
At 3ist December, 2003 .. . ... .. ... e e 931

Provisions for onerous contracts primarily relate to guarantees glven in respect of properties of
former subsidiaries. The amount released during the year relates to a reduction in the assessment of
future obligations.

12. Share capital

Allotted, called up &

Authorised fully paid
Ordinary shares of £1 each No. {'000) £000 No, (‘000) £000
Atistlanuary, 2003 .. ................. 73,812 73,812 34,477 34,477
Issue of shares on exercise of options ... ... - - 188 185
At 31st December, 2003 . ............... 73,812 73,812 34,662 34,662

During 2003, certain senior executives exercised executive share scheme options over the foliowing
ordinary shares of Wembley: 68,982 shares at £3.405 per share, 9,199 shares at £3.65 per share;
13,272 shares at £4.05 per share; and 36,946 shares at £5.50 per share.
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Options over 1,163,557 ordinary shares have been granted and remain outstanding at
31st December, 2003. These options are normally exercisable between three and ten years

following the date of grant as shown below:

Exercise Exercise
No. of options date price (£)
76,388 e i e e e e 26th September, 1998 2.880
68,733 L. e e i e e 15th March, 1999 3.650
104,383 . . o e e 27th February, 2000 4.050
100,000 . .ot e e e 2nd September, 2001 3.250
65,373 e e e 14th April, 2002 3.405
170,350 . .. i e e e 17th March, 2003 5.500
253,808 L. e e e e e 2nd March, 2004 6.150
13,440 ..... L 16th August, 2004 6.975
28, 425 . . it e 5th March, 2005 6.560
B6,567 . e e e e e 19th August, 2005 6.685

During 2003, employees of the Wembley Group exercised Sharesave Scheme options over 56,535
ordinary shares of Wembley. Under the Sharesave Scheme, options over a total of 102,012 ordinary
shares remain as at 31st December, 2003. These are exercisable within a six-month period either
three or five years after the date of grant (except where this date has been extended as a result of a

contribution holiday} as shown below:

5 year schemes

Exercise Exercise
No. of options date price (£}
L2 8 £ 1st July, 2004 2.885
20 1 1 N 1st June, 2005 4,280
LT I 5 1st June, 2006 4,960
B LT 1st June, 2007 6.100
35,278 i e e e e e e e e e st June, 2008 4.320
3 year schemes
Exercise Exercise
No. of options date price (£)
3878 e e e et e e e 1st June, 2004 5.580
0 7 S 1st June, 2005 6.865
2008 e e e e 1st June, 2006 4.860
20. Reserves
Share Capital Profit
premium Revaluation redemption and loss
in thousands of pounds sterling account reserve reserve reserve
At 1st January, 2003 .,............. 322 66,192 1,651 86,327
Retained profit fortheyear . ........ - - - 10,834
Issue of shares (note 19) .......... .. 545 - - -
Exchange differences. .............. - (4,871) - (7,635)
At 31st December, 2003 ............ 867 61,321 1,651 89,526

Negative goodwill of £11.0 million currently written off to reserves would be credited to the profit

and loss account on disposal of the relevant subsidiary.

71



21. Reconciliation of shareholders’ funds and movement on reserves

Share Capital Profit Equity

In thousands of Share  premium  Revaluation  redemption and loss  shareholders’
pounds sterling capital account reserve reserve reserve funds
At st January,

2003 ......... 34,477 322 66,192 1,651 86,327 188,969
Issue of shares on

exercise of

options . ...... 185 545 - - - 730
Retained profit for

the year ...... - - - - 10,834 10,834
Exchange

differences . ... - - {4,871) - (7,635) (12,506)
At 31st December,

2003 ......... 34,662 867 61,321 1,651 89,526 188,027

22, Obligations under non-cancellable operating leases

In thousands of pounds sterling 2003
Minimum payments due in the year to 31st December, 2004 under operating

Jeases for plant and machinery to which the Wembley Group is committed

{analysed between those years in which the commitment expires) are as follows:

Within twa to five Years. . . .. .t it it i i e e e 274
Greaterthan five Years. . ... ... ittt it i i e e 68
342

23. Capital commitments

The Wembley Group had no forward commitments under uncompleted contracts for capital
expenditure which have not been included in these Accounts.

In addition, Lincoin Park is (i) committed to the construction of a baseball and soccer field on the
Lincoln Park property for the benefit of the local community at an estimated cost of around
US$1.0 million; and (i} required to upgrade the fire detection and prevention systems within the
building following the introduction of new fire safety regulations in Rhode island at an estimated
cost of around US$7 million.

24. Contingent liabilities

in September, 2003, an indictment was issued against Lincoln Park Inc. and two Wembley executives
following an investigation by a Federal Grand Jury into allegations relating to the preliminary
consideration of a possible bonus or retainer to Lincoln Park's long-standing legal attorney in
Rhode Island. The indictment alleges that this constituted a conspiracy to influence improperly the
actions of public officials. The Board of Wembley believes that no US laws were broken and that
there was no intention to break any US laws. No payment was approved, no payment was ever
made and the Board remains of the view that these allegations are without foundation. The
allegations will be vigerously defended at trial. A date for the trial has yet to be announced and no
provision has been made in these Accounts in relation to this indictment.

In January, 2004, agreement was reached with the US Attorney for Rhode Island that, should
Lincoln Park Inc. be convicted on all counts against it within the indictment, the maximum
aggregate fine that wouid be sought against it is U5$8.0 million. This amount has now been
transferred into an escrow account.
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If Lincoln Park Inc, is ultimately convicted at trial then, in addition to a fine of up to US$8.0 million,
there are likely to be some regulatory repercussions, probably in the form of the suspension,
revocation or alteration of either or both of Lincoin Park Inc.s video lottery and greyhound racing
licences. In such circumstances, Wembley would request that new licences are granted to another
Wembley Group company, possibly on a short-term or temporary basis and/or with additional
operating conditions attached. However, such events could adversely affect the Group's ability to
operate Lincoln Park at current levels and could result in the Group being obliged to sell the assets
of Lincoln Park for amounts below those at which they are currently stated in the Accounts.

Part |l of this document outlines the principal terms of a recommended cash acquisition of Wembley
plc by BLB Worldwide Acquisition, Inc. As part of this, the video lottery and greyhound racing
licences would be transferred away from Lincoln Park Inc., which itself would then only be exposed
to a possible fine of up to a maximum of US$8.0 million.

in 1998, the Provisional Urban Councdil of Hong Kong, having terminated Wembiey's contract for
the management of the Hong Kong Stadium, filed a claim in the High Court of Hong Kong (SAR)
against Wembley for a declaration that the said contract was lawfully terminated and damages for
breach of contract. The Board was of the opinion that the claim was wholly without foundation and
as such, the Wembley Group has defended the claim and counterclaimed for a declaration that the
contract was unlawfully terminated and damages for breach of contract. As at the date of
termination of the management contract, the ten-year contract for the management of this
stadium was in its fifth year and had, to that date, earned Wembley approximately £1.2 million.

The claim and counterclaim were heard in a trial in Hong Kong that began in December, 2003 and
conciuded in January, 2004. In March, 2004, the presiding judge found in favour of Wembley,
awarding both damages and costs to Wembley. Damages have been assessed at the equivalent of
£1.5 million. The assessment of costs is still outstanding. An appeal against the judgement can be
lodged up until 19th May, 2004.

Guarantees of £0.3 million relating to the leases of former Wembley Group companies have been
given (2002: £0.3 million).

25. Reconciliation of operating profit to net cash inflow from operating activities

in thousands of pounds sterling 2003
Operating profit ............... P 27,068
[0 7=« 14T a1 4] TN Ll 4,787
Amertisation of goodwill ... ... L 53
Loss on sale of tangible fixed assets ....... ... ... .o i i 72
Increase N deblors . .. .. ittt i e e et e e e (536}
DeCrease iN CreOilOTS . ittt e vt ettt ettt i et e e (2,183)
Net cash Inflow from operating activities . ... ...... ... ... ............ .. 29,261
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26. Analysis of cash flows for headings netted in the cash flow statement

in thousands of pounds sterling 2003
Returns on investments and servicing of finance:

Interest paid .. ..o i e e e e (100}
Interest received . ... L e e e e 160
Net cash Inflow from returns of investment and servicing of finance. . .......... &0
Taxation:

Corporation tax Paid . ... .. i i i e e e e e {373}
Overseas taX Pald. . .. oo vt e e i e __(12,599)
Net cash outflow fromtaxpaid ......... ... ... ... e (12,967}
Capital expenditure and financial investment:

Proceeds from disposal of tangible fixed assets . . ...... ... ... ... ... ... 18
Purchase of tangible fixed assets . ..... ... ... it i e (5,393}
Net cash outflow from capital expenditure and financial investment............ (5,378)
Acquisitions and disposals:

Net proceeds from sale or termination of businesses. . . ... ......... ... ...... 15,474
Net cash sold with subsidiary undertakings . .. ....... .. ... ... .t (86)
Cash acquired with subsidiary undertaking . .. ......... ... o it 114
Payments in relation to termination of discontinued business .. ............... (598)
Payments in relation to proposed acquisition of Wembley plc................. {518)
Payments in relation to acquisition of subsidiary undertaking .. ............... {4,341)
Net cash inflow from acquisitions and disposals . ..............c. ... oot ___10045
Management of liquid resources:

Cash placed on short-term bank deposits . ....... ... ..., (14,762)
Financing:

Shares issued under share option schemes ........ ... ... s 730
LOaNS AraWN L ..ttt e e e e e, 3,974
Net cash inflow from financing . ...... .. ... . 0 i 4,704

27. Analysis of movements in net funds

At At

1st January, . Exchange 31st December,

In thousands of pounds sterling 2003 Cash flow movements 2003

Cash ... e e 4,757 2,541 {562) 6,736

Overdraft .................... (2,026) 2,026 - -

Increase in cash in the period ..... - 4,567 - -

Short-term bank deposits ........ 1,158 14,762 - 15,920
Bank loan repayable within one

BT T - (3,974) 346 (3,628)

3,889 15,355 (216} 19,028

Short-term bank deposits are aggregated with the Cash amount and are included in the balance
sheet within “Cash at bank and in hand”.
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28. Pensions

The Wembley Group operates a pension scheme for its UK employees called The Wembley 1989
Pension Scheme. The scheme was established on 1st June, 1989 and is a defined benefit pension
scheme based on final pensionable pay. Its assets are held separately from those of the Wembley
Group, being invested with insurance companies. The scheme was closed to new entrants with
effect from 31st December, 2000, at which time a Wembley Group Personal Pension Plan was
introduced. '

Contributions are charged to the profit and loss account so as to spread the cost of pensions over
employees' working lives with the Wembley Group. Contributions are determined by a qualified
actuary on the basis of triennial valuations using the projected unit method,

The contribution rate for the year ended 31st December, 2003 was 50 per cent., as recommended in
the 6th April, 2002 valuation. This was designed to reduce the deficiency at that point over the
expected remaining working lives of the members. 1t is expected that this rate will continue
through until the next actuarial valuation. The assumptions that had the most significance on the
valuation were: the rate of inflation (3 per cent.), increase in members earnings (4.5 per cent.), the
overall yield earned on the fund before retirement (6.5 per cent.), and the rate of interest available
at retirement (5.0 per cent.). The valuation showed that the value of the scheme's assets at that date
was £21,414,000 and that the actuarial value of those assets represented 74 per cent. of the benefits
that had accrued to members, The UK pension charge for the year, which arises both in relation to
this defined benefit scheme and all other UK schemes was £906,000. Pension costs relating to
foreign defined contribution schemes have been determined in accordance with local best practice
and amounted to £781,000.

FRS 17 disclosures for the year ended 31st December, 2003

In accordance with the transitional arrangements of UK FRS 17, "Retirement Benefits”, the
foliowing disciosures are required:

The Wembley Group operates a defined benefit scheme in the UK. An actuarial valuation was
carried out at 31st December, 2003 by a qualified independent actuary using the projected unit
method. The major assumptions used by the actuary were:

Rate of increase insalaries . .. ...ttt it iin s e e 4.25%
13 10 ) A - 1 (= 5.40%
Rate of increase in pensions in payment.......... e e e e 3.00%
Y2 E=" 1 o T e 3.00%

The assets in the scheme and the expected rate of returmn were:

Long-term rate

of return

expected at Value at

31st December, 31st December,

In thousands of pounds sterling, except percentage 2003 2003
BQuities .. .. e e e e 8.0% 9,173
BONAS . i e e e e e e, 5.0% 2,135
Secured PENSIONS . . . vt i e e 5.4% 9,078
Cash ... i e e e 4.0% 2,074

22,460
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The following amounts at 31st December, 2003 were measured in accordance with the
requirements of FRS 17.

in thousands of pounds sterling 2003
Total market value of @ssets . .. ... .t e e e 22,460
Present value of schemelliabilities .......... ... ... i i (30,637)
Deficit inthe scheme .. ... . i e et e e s e (8,177)
Related deferred 1aX @558t . .. vt vt ittt r ittt et et e e e e e 2,453
Net FRS 17 pension deficit . ... vttt i it e e it e - (5,724}

If the above amounts had been recognised in the financial statements, the Wembley Group's net
assets and profit and loss reserve at 31st December, 2003 would have been as follows:

In thousands of pounds steriing 2003
Net assets excluding FRS 17 pensiondeficit. .......................... Lo 188,027
FRS 17 pension deficit ..o vr et e et e i e e et i e e (5,724)
Net assets including FRS 17 pension deficit ........... ... ... .............. 182,303
Profit and foss reserve excluding FRS 17 pension deficit .............. .. ... .. 89,526
FRS 17 pension deficit . ................ e e e e e {5,724)
Profit and loss reserve including FRS 17 pension deficit . .................... 83,802

An analysis of the defined benefit cost for the year ended 31st December, 2003 is as follows:

Analysis of movements in deficit in the year:

in thousands of pounds sterling

At dstlanuary, 2003 . . .. .. e e e (8,978)
CUITENT SBIVICE COSE . o ittt it ettt ittt e e et e mn it ane s o e (422)
Other finance oSS ... .ottt et et e {316)
Actuarial gain .. .. e e e e e 659
Gain on settlements/curtailments . .. .. .o e e 249
Employer contributions {netofcharges) . ............. ... ... . ... ... cee 631
At 31st Decembar, 2003 . ... . . i i e et e e e (8,177)
in thousands of pounds sterfing 2003
Amount charged to operating profit -~ currentservicecost . .................. (422)
In thousands of pounds sterling 2003
Expected return on pension scheme assets . ...... ... .ty 1,267
Interest on pension scheme liabilities . ... ... ... . . i il o, (1,583)
Total charged to other finance costs. ... ..... e e e e e (316)
In thousands of pounds sterling 2003
Actual return less expected return on pension scheme assets . ................ 834
Experience gains arising on scheme liabilities .. ... ...... ... ... .. .. ... .. 71
Loss arising from changes in actuarial assumptions . .. ...... ... ... o i (246)
Actuarial gain recognised in the Statement of total recognised gains and losses .. 659
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History of experience gains and losses:

% of
scheme
assets/

In thousands of pounds sterling 2003 liabilities
Difference between expected return and actual return on pension

SCHEME 355815 ...\ttt e 834 +3.7%
Experience gains arising on scheme ligbilities. . ............... ... 7 +0.2%
Total actuarial gain recognised in the Statement of total recognised

gains and loSses . .. . .. e e 659 +2.2%

29. Acquisition

On 27th May, 2003, the UK gaming division (in the form of GRA Limited) purchased the entire
issued share capital of Perry Barr Greyhound Racing Club Limited (Perry Barr), the operator of the
Perry Barr Greyhound Stadium in Birmingham. The purchase was satisfied by cash of £4.2 million.

An independent valuation of the net assets purchased was undertaken upon acquisition, resulting
in a £1.9 million fair value adjustment being recognised in respect of the tangible fixed assets,
Goodwill arising from the acquisition has been ¢apitalised and Is being amortised over its presumed
useful economic life of 20 years.

The Wembley Group results include a net £0.3 million profit before tax from Perry Barr since
acquisition.

Analysis of the acquisition

Book Fair vailue Fair
in thousands of pounds sterling value Adjustment value
Net assets at the date of acquisition:

Tangible fixed assets, . ....... ... ... .. .. .. 1,659 1,941 3,600
Stocks .. e e 17 - 17
Debtors ... ...t 42 ~ 42
Cash...... O 114 , - 114
Creditors: amounts due withinoneyear ........ {420) - {420)
Provisions for liabilities and charges . .......... {114) - (114)
Net @ssets. ..o v i it et e 1,298 1,941 3,239
~ Goodwill arising on acquisition. . ............. 1,102
4,341

Satisfied by:
Cash. .. e 4,221
Costs associated with the acquisition .......... 120
4,341

77

0086



30. Disposal

In February, 2003, Wembley agreed the sale of The Corporate Innovations Company Limited

(note 3).

Analysis of disposal

in thousands of pounds sterling

Proceeds:

L= 11 o

Less net assets sold:

Fixed @S5815 . . .. v i i e e
[ 7] o) (o1 £ J O
L0 T o T
L0 =T i o

Proceeds lessnet assetssold . ... ... . o i
Remaining goodwill writtenoff . ...... ... ... ... ... ... ... ...
Intercompany balancewaived . ... ... . . i i,
Transaction CostS . ... e
Provision againstloannote . .. ... ... i i i
Provision against cash facility ......... ... . .. .. . ...

Loss on disposal . ... e e e

1,000

1,481

50
1,050
(214)
(1,292)
(86)
(11y
939
(231)
(656)
(35)
(1,000)
(150)
{1,133)

31. Post balance sheet events

On 27th january, 2004, Wembiey announced that agreement had heen reached with the US
Attorney in Rhaode sland that, should Lincoln Park Inc. be convicted on all counts against it within
the indictment issued on 9th September, 2003, the maximum aggregate fine that would be sought
against it is US$8,0 million. This amount has since been transferred into an escrow account.
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APPENDIX IV

Financial information relating to Kerzner

Nature of financial information

The consolidated balance sheets as of 31st December, 2003 and 31st December, 2002 and the
consolidated statements of income and comprehensive income, cash flows and changes in
shareowners’ equity for each of the years in the three year period ended 31st December, 2003
relating to Kerzner have been extracted from the audited financial statements for each of these
years as contained in Kerzner’s annual report on Form 20-F for the year ended 31st December, 2003
filed with the SEC under the Exchange Act. Kerzner's accounting policies conform to United States
generally accepted accounting principles.
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Extracts from the audited financial statements
for the three years ended 31st December, 2003

A. Consolidated balance sheets

The audited consolidated balance sheets of Kerzner International Limited as at 31st December, 2003
and 2002 are set out below.

December 31

2003 2002
(as restated,
in thousands of US dollars, except per share data see Note 2)
ASSETS
Current assets:
Cashandcashequivalents ........ ... ... .o, $ 60,232 & 34012
Restricted €ash . . .. ..o vt i i i e e e e 1,445 4,842
Trade receivables, net .. ... .. . L e e e 38,397 43,114
Duefromaffiliates. .. .. ... v it i i e e 13,949 21,013
[NV T o o T o -3 10,418 8,969
Prepaid expenses and otherassets ................c....... 15,360 14,312
Total current assets . ... i vt e e e 139,801 126,262
Property and equipment, net ......... . ... . . i 1,154,004 1,112,375
Notesreceivable . ... ..o i - 13,720
Due from affiliates - non-current ... ...... .. ... . . iiruenn 34,842 24,379
Deferred tax a@sset, NBt . .. oo vt ittt it i e e i e e 10,473 6,119
Deferred charges and other assets, net ...................... 33,656 36,298
Investments in associated companies ... ... .. i o 83,152 75,886
Total @85BS . .. o e e e e $ 1,455,928 $ 1,395,039
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current maturities of long-termdebt . ... .................. $ 304§ 275
Accounts payable and accrued liabilities ... .......... .. ..... 172,233 145,724
Capital creditors. . .o i e e e 4,639 1,538
Total current liabilities . .. ... . i i e e 177,176 147,537
Deferred revenUE . .. it i i e e 14,652 18,028
Other long-term liabilitles . .. .. ... ... ... .o i, 7,290 2,697
Long-term debt, net of current maturities .. ............ ... ... 417,220 497,756
Total liabilities .. ..ot e e e e 616,338 666,018
Commitments and contingencies {Note 23)
Shareholders’ equity:

* Ordinary shares, $.001 parvalue. . ...... ... ... ... .. s, 37 35
Capitalinexcess of par ... ...t 744,246 703,050
Retained €arnings . ... ...v i 268,411 196,839
Accumulated other comprehensive loss. . ....... ..o e {7,736) (8,134)
Deferred compensation . ....... i iit i {2,599) -

1,002,359 891,790

TreasuUny StOCK . . oot i e e e e e (162,769) {162,769)
Total shareholders’ equity . . . ... ... o i 839,590 729,021
Total liabilities and shareholders' equity .................. $ 1,455,928 $ 1,395,039

The accompanying notes are an integral part of these consolidated financial statements.
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B. Consolidated statements of operations

The auditad consolidated statemeants of operations of Kerzner international Limited for the three

years ended 31st Decembey, 2003 are set out below.

in thousands of US dollars, except per share data

For the Year Ended December 31,

2003

2002

2001

{As restated, see Note 2)

Revenues:
Gaming ..o iv i e e e
ROOMS Lot et e et e
Foodandbeverage.............c.vinvrveinnnnn..
Tour operations . .......iviin et
Realestaterelated . .. ....... ... ... .. L.
TCA development and otherfees .................
Management, development and otherfees. .. .......
Other revenuUes . . .. ..o i it i e e i i iae s
INSUFANCE TECOVERIY .+ .t ittt i e it it e e i

Gross FeVeNUES . . .. ..ottt i iin e
Less: promotional allowances . ...................

NetrevenuUes . . ... i it ittt ettt e eens

Cost and expenses:
GaMING ottt e e e
ROOMS . ittt i tr e i e e s
Foodandbeverage........ ... . ..o,
Touroperations .. ... ... . .. it
Other operating @Xpenses . . . . ..o vievt v
Realestaterelated . ..... ... . i,
Selling, general and administrative . . ..............
Corporate expenses . . ... ... e
Depreciation and amortization ., ............c.....
Gain on replacement of damaged assets ... .........
Restructuring costs (reversal} . .. ....... ... .. ..,
Pre-opening expenses . . ... ... .o,
Gain on net assets held forsale ..................

Costand EXpenses . . ..o v vt rennnenennennean.

Relinquishment fees ~ equity earnings in TCA. .. ... . ...
Income from operations. . ... ... .. ... oy

Other income {expense):
Interest iNCOMe. .. . . . i i e
Interest expense, net of capitalization. .............
Equity in earnings {losses) of associated companies . . ..
Gain on settlement of territorial and other disputes . . .
Loss on early extinguishment of debt . .............
Other, Net . ... i it i et e

Otherexpensg, nel .. ... ..o ennnn

81

$ 138,587 $ 129,916 $§ 188,507

188,235 184,776 180,569
130,879 131,377 128,392
40,750 41,063 36,348
- - 9,771
1,755 1,326 2,873
13,422 10,396 9,410
68,424 65,618 57,939
2,819 1,100 2,000
584,911 565,572 616,209
(23,579 {22,210) {40,773)
561,332 543,362 575,436
63,283 63,746 96,431
33,395 33,381 30,538
89,502 88,560 86,495
35,406 36,767 32,041
85,175 81,116 89,146
- - 2,865
100,837 91,460 89,064
37,260 29,227 25,106
55,782 55,486 51,010
(2,514) - -
- (1,000) 5,732
- - 2,280
- - (2,232)
498,126 478,743 508,476
33,960 30,041 24,263
97,166 94,660 91,223
3,394 3,419 5,301
(29,264) (39,104) (60,375)
(320 {5,209) 2,210
1,479 14,459 -
- (20,525) -
{686) 60 -
(25,397) {46,900) (52,864)
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For the Year Ended December 379,

2003 2002 2001
In thousands of US dollars, except per share data {As restated, see Note 2)
Income from continuing operations before provision for
income taxes and minority interest . ............... 71,769 47,760 38,359
Provision forincometaxes . . ........... ... ... {162) {96) (1,090)
Minority interest . .......... ... it {1,340} - -
Income from continuing operations ............... 70,267 47,664 37,269
Income {loss) from discontinued operations, net of _
incometaxeffect ...... ... i 1,305 (8,061} {4,608)
=3 A o T3 1= N 71,572 39,603 $ 32,661
Basic earnings per share:
Income from continuing operations .. ............. 246 171§ 1.39
Income (loss) from discontinued operations. , . ....... 0.04 (0.29) (0.18}
Earnings pershare ~basic. ...................... 2.50 142 § 1.21
Weighted average number of shares outstanding —
o =L { 28,575 27,891 26,885
Diluted earnings per share:
income from continuing operations ............... 2.39 167 § 1.34
Income (loss) from discontinued operations. .. ....... 0.05 (0.28) (0.17)
Earnings pershare~diluted . ............. .. ..... 2.44 139 § 1.17
Weighted average number of shares outstanding -
diUTEd .o e e 29,377 28,544 27,826

The accompanying notes are an integral part of these consolidated financial statements.
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D. Group statements of cash flow

The audited consolidated cash flow statements of Kerzner International Limited for the three years
ended 31st December, 2003, are set out below.

For the Year Ended 31st December,

2003 2002 2001
In thousands of US dollars (As restated, see Note 2}
Cash flows from operating activities:
Net INCOME . ..t i it et e e ene e $ 71,572 & 39,603 % 32,661

(Income) loss on discontinued operations, net of

incometaxeffect ....... ... i (1,305) 8,061 4,608
Loss on early extinguishment ofdebt. . ........... - 20,525 -
Depreciation and amortization ......... e 55,782 55,486 51,010
Amortization of debt issuance costs, premiums and

AdiSCOUNtS . .. e e 1,217 1,868 4,202
Gainonnetassetsheldforsale................. - - (2,232)
Gain on insurance proceeds received for replaced

Y1) £ (2,514) - -
Loss on disposition of otherassets ... ............ 451 227 760
Equity in (earnings) losses of associated companies,

net of dividends received .. .................. (3,646) 5,980 (2,021)
Provision for doubtful receivables . .............. 1,326 3,204 6,355
Deferred income tax benefit ................... (11,732} (8,184) (3,874}
Net change in working capital accounts:

Restricted cash . .. ... oo i 75 101 30

Tradereceivables . ......... ... it {619) (8,754) 1,007

Duefromaffiliates .. .. ..... ... v, 6,764 (5,166) 150

Inventories and prepaid expenses and other assets . (2,506) (9,086) 5,275

Accounts payable and accrued liabilities .. .. ... .. 16,896 13,753 2,538
Net change in other balance sheet accounts:

Deferredrevenue . . ......... ... ... o (3,376} 18,028 -

Deferred charges and otherassets ............. 785 (3,781) (529)

Long-term liabilities .. ........... ... ... ..., 1,674 2,866 -
10 2 T S 1,199 158 2,107
Net cash provided by continuing operations. . ... ... 132,143 134,889 102,047
Cash provided by (used in) discontinued operations . . 523 (7,619) {7,379)

Net cash provided by operating activities . ......, 132,666 127,270 94,668
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For the Year Ended 31st December,

2003 2002 2001
in thousands of US dollars {As restated, see Note 2)
Cash flows from investing activities:
Payments for property and equipment, net of insurance
proceeds received . ... ..t $ (50,849) $% (39,524) $ (67,590)
Net proceeds from the sale of other assets ... ....... 1,099 126 2,547
Acquisition of tour operator, net of cash acquired. . ... 1,384 - -
Acquisition of assets from Club Méditerranée
(Bahamas) Limited . . ........ ..., (20,049} - -
Deposit and purchase of land and casino license . .. . .. (6,147) - -
Purchase of notesreceivable . ... ................. - (13,704) -
Proceeds received from sale of Resorts Atlantic City, net . . - - 123,514
Proceeds received for repayment of notes receivable . . . 13,409 18,018 12,000
Depositsreceived . ..... .. i ii i 1,250 4,500 -
Advances to affiliates, net of repayments ........... {12,053) {258) {8,695)
Acquisition of equity interest in associated companies . . - (40,812) (3,768)
Deferred contract acquisition costs . ............... (2,115) (214) -
Sale of debt and equity interest in the One&Only
Kanuhura . ... ienniiiniiiieieennnns 1,464 - -
(024 V- - (278) (432)
Net cash (used in) provided by investing activities . . (72,607) (72,146) 57,576
Cash flows from financing activities:
Proceeds from exercise of share options . . .......... 39,007 14,702 7,930
Proceeds from issuance of debt. .. ................ - 206,000 200,000
BOMPOWINGS . . . vt i e e e e 29,600 111,000 103,500
Repurchase of ordinaryshares ................... (408) (365) -
Debt issuance and modificationcosts . ............. (140) {4,665) (8,805)
Early redemptionofdebt .............. ... ... ... - {313,135 -
Repayment of borrowings. . ... ... .. . o L {101,898) (63,283)  (448,732)
Net cash used in financing activities . . .......... (33,839) (49,746) (146,107)
Increase in cash and cash equivalents . ............... 26,220 5378 6,137
Cash and cash equivalents at beginning of period ...... 34,012 28,634 22,497
Cash and cash equivalents at end of period ........... $ 60,232 $§ 34,012 % 28,634

Supplemental disclosure of cash flow and non-cash investing and financing activities:

For the Year Ended 31st December,

‘ 2003 2002 2001

in thousands of US dolfars {As restated, see Note 2)
Interestpaid . ....... ...t e e $ 27914 §$ 37,586 % 43,644
Incometaxespaid ...... ... i 4,166 1,871 . 5,166
Promissory Note issued by Colony in connection with the

Resorts Atlantic City Sale ....... .. ... ..., - - 17,500
Change in fair value of interest rate swap agreements . . . 7,735 25,077 5,503
Equipment acquired under capital lease obligations .. . .. ~ 438 16
Note payable and taxes related to Club Méditerranée

{Bahamas}

Limited in connection with asset acquisition ......... 18,500 - ~

The accompanying notes are an integra! part of these consolidated financial statements.
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Notes to consolidated financial statements

Note 1 - Organization and Basis of Presentation
Organization

Kerzner an international resort and gaming company, was incorporated in 1993 under the laws of
the Commonwealth of The Bahamas. In these notes to consolidated financial statements, the words
“"Company,” “we,” "our” and "us” refer to Kerzner together with its subsidiaries as the context may
require.

We are a leading developer and operator of premier destination resorts, luxury resort hotels and
gaming properties worldwide. in our destination resort business, we own and operate the Atlantis,
Paradise Island resort and casino complex (Atlantis, Paradise Island) located in The Bahamas. In our
gaming business, we developed and earn revenue from the Mohegan Sun Casinc located in
Uncasville, Connecticut. Our gaming business also includes the costs associated with the potential
development of a casino complex located in the greater London area and in Northampton, United
Kingdom. In our luxury resort hotel business, we operate nine beach resorts at locations in
Mauritius, the Maldives, Dubai, Mexico, and The Bahamas.

Prior to 25th April, 2001, we owned a resort and casino property in Atlantic City, New Jersey
{"Resorts Atlantic City"), and we completed the sale of Resorts Atlantic City to an unaffiliated entity
on 25th April, 2001, During 2002, we operated an Internet gaming venture through a subsidiary,
Kerzner Interactive Limited ("Kerzner Interactive”). The operations of Kerzner Interactive were
discontinued during the first quarter of 2003. As a result, the operating results of Kerzner
Interactive for the years ended 31st December, 2002 and 2001 have been reclassified to loss from
discontinued operations, net of income tax effect in the accompanying consolidated statements of
operations.

Destination Resorts
The Bahamas

Through certain of our Bahamian subsidiaries, we own and operate Atlantis, Paradise Island, our
flagship property. Atlantis, Paradise Island is an ocean-themed destination casino resort located on
Paradise Island, The Bahamas. Atlantis, Paradise Island features three interconnected hotel towers,
the Royal Tower, the Coral Tower and the Beach Tower. Atlantis, Paradise Island also has a full
service marina and an extensive marine environment that includes the world's largest open-air
aquarium. We aiso own and operate a water plant and other improvements on Paradise {sland.

in 1999, through one of our Bahamian subsidiaries, we formed a joint venture with Vistana, Inc.,
now known as Starwood Vacation Ownership (Starwood Vacation), a subsidiary of Starwood Hotels
and Resorts Worldwide inc. {Starwood), to develop a timeshare project on Paradise Island adjacent
to Atlantis, Paradise Island (Harborside at Atlantis). Starwood Vacation and the Company each own
a 50 per cent. interest in the joint venture, Construction was completed by February, 2001 and sales

of the timeshare units began in May 2000. Qur share of earnings {losses) from Harborside at Atlantis

is included in equity in earnings (losses) of associated companies in the accompanying consolidated
statements of operations. in addition, we earn fees for marketing, administrative and development
services provided to Harborside at Atlantis, which are induded in management and other fees in
the accompanying consolidated statements of operations.

On 27th May, 2003, we announced that we had reached a new Heads of Agreement with the
Bahamian Government with respect to the Atlantis, Paradise Island expansion on Paradise Island
{the Phase !l Expansion). The Phase lil Expansion is divided into two parts, (Phase fil-A and
Phase 11-B). Phase 1li-A began in late 2003 and is expected to be completed in 2005, Phase II1-B, if we
determine to pursue this phase, would commence in late 2004 and would be expected to be
completed in late 2006.
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Dubai

On 22nd September, 2003, we announced that we have agreed to form a joint venture with
Nakheel LLC, an entity owned by the Government of Dubai, to develop Atlantis, The Palm. The first
phase is to include a resort and an extensive water theme park situated on prime beachfront.
Atlantis, The Palm will be located on The Palm, Jumeirah, land reclamation project in Dubai, United
Arab Emirates. The agreement provides for additional land available for future development.

Gaming
Connecticut

We own a 50 per cent. interest in, and are a managing partner of, Trading Cove Associates {TCA), a
Connecticut general partnership that developed and, until st January, 2000, managed Mohegan
Sun, a casino and entertainment complex in Uncasville, Connecticut. TCA managed Mohegan Sun
from its opening in October, 1396 to 31st December, 1999 pursuant to 2 management agreement
(the Management Agreement). In 1998, the Mohegan Tribe of Indians of Connecticut (the
Mohegan Tribe) appointed TCA to develop a US$1.0 billion expansion of Mohegan Sun for a
development fee of US$14.0 million. In addition, TCA and the Mohegan Tribe entered into an
agreement (the Relinquishment Agreement) pursuant to which effective 1st January, 2000, TCA
turned over management of Mohegan Sun to the Mohegan Tribe. Pursuant to the Relinguishment
Agreement, the Management Agreement was terminated and, commencing 1st January, 2000, TCA
receives payments of five per cent. of the gross revenues of Mohegan Sun for a 15-year period. For
seven years beginning 1st January, 2000, TCA pays us the first US$5.0 million of the profits it receives
each year pursuant to the Relinquishment Agreement as a priority payment prior to making pro
rata distributions to its partners.

As noted above, in 1998, the Mohegan Tribe appointed TCA to develop its proposed expansion of
the Mohegan Sun Casino pursuant to a development services agreement {the TCA Development
Agreemant). in turn, TCA subcontracted with an affiliate of the Company pursuant to a subcontract
development services agreement {the Subcontract Agreement), which was later assigned to the
Company. In consideration for the services to be provided under the Subcontract Agreement, TCA
pays a fee to the Company. These fees are included within TCA development and other fees in the
accompanying consolidated statement of operations. See Note 3 -~ Summary of Significant
Accounting Policies - Revenue Recognition for further discussion.

We are one of two managing partners of TCA, All decisions of the managing partners require the
concurrence of us and the other managing partner, Waterford Gaming, L.L.C. In the event of
deadlock there are mutual buy-out provisions.

The Company’s investment in TCA is reflected within investments in associated companies in the
accompanying consolidated balance sheets. Equity earnings from TCA are reflected within
relinquishment fees — equity earnings in TCA as a component of operating income in the
accompanying consolidated statement of operations,

One&Only

in December, 2002, we began to operate and market certain of our luxury resort hotels which are
managed and/or owned under the "One&Only” brand in connection with our corporate name
change. One&Only emphasizes the uniqueness of each of the respective properties in the luxury
resort market and consists of a collection of premier properties that primarily operate in the
five-star, deluxe end of the resort market. These One&Only managed properties are iocated in The
Bahamas, Mauritius, Dubai, Mexico and the Maldives. We also have three properties under
development or renovation, which will be managed as One&Only properties, located in the
Victoria & Alfred Waterfront in Cape Town, South Africa, the Kaafu Atoll in the Maldives and in
Havana, Cuba. We currently market six of our nine luxury resorts under the One&Only brand.

We manage the resorts In Mauritius, Dubai, the Maldives and Mexico, under long-term
management contracts and receive management fees based upon a percentage of the revenues
and adjusted gross operating profits of these properties. Such amounts are included in
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management and other fees in the accompanying consolidated statements of operations. Our
share of earnings or losses from the properties resulting from our ownership interests in Mauritius,
the Maldives, and Mexico are included in equity in earnings (losses) of associated companies in the
accompanying consolidated statements of operations.

The Bahamas

In Paradise [sland, The Bahamas, we own and cperate the One&Only Ocean Club, a high end fuxury
resort hotel. In 2000, we completed construction of an addition to the One&Only Ocean Club, as
well as Dune, a beachfront restaurant operated by well-known restaurateur Jean-Georges
Vongerichten. In addition, we completed the Tom Weiskopf-designed championship Ocean Club
Golf Course and Clubhouse, which opened to the public in January, 2001. In connection with the
Phase |l Expansion, we are currently constructing three luxury vitlas which we expect to be
completed by the summer of 2004,

Mauritius

In Mauritius, we manage and own interests in five beach resorts {Mauritius Resorts) including the
One&Only Le Saint Géran Hotel, the One&Only Le Touessrok Hotel, La Pirogue, Le CoCo Beach and
Sugar Beach Resort Hotel. Through 16th June, 2000, we owned a 22.8 per cent. interest in Sun
Resorts Limited (SRL"), the company that owns the Mauritius Resorts. Effective 16th June, 2000, SRL
issued additiona! shares of stock under a rights issue in which we did not exercise our rights,
effectively reducing our ownership interest to 20.4 per cent. Additionally, during 2003 and 2002, La
Pirogue and the One&Only Le Touessrok, respectively, went through a major redevelopment.

The Maldives

In the Maldives, located approximately 600 miles southwest of the southern tip of India, we
manage the One&Only Kanuhura Resort & Spa {the One&Only Kanuhura), a luxury resort located
on Kanuhura Istand. Effective 15t August, 2001, we acquired a 25 per cent, ownership interest in
Kanuhura for approximately US$3.8 million. Effective 1st January, 2003, we own a 20 per cent.
interest in Kanuhura as we sold 20 per cent. of our interest in the One&Only Kanuhura to SRL.
During 2002, we entered into management and development agreements for a luxury resort hotel
to be constructed in The Maldives, on Medhufinolhu island in the North Malé Atoll {Kaafu Atoll),
that we expect to open in 2005,

See Note 16 - Related Party Transactions - Extension of Mauritius Management Contracts, for
discussion of an agreement with SRL entered into in connection with the management of resorts in
Mauritius and the Maldives.

Dubai

In Dubai, we manage the One&Only Royal Mirage. In December, 2002, we completed a major
expansion of the One&Only Royal Mirage.

Mexico

In Mexico, we manage and own a 50 per cent. interest in the One&Only Palmilla Resort, a luxury
resort located in Baja, Mexico near Cabo San Lucas. During 2002, we acquired our interest in the
resort and entered into long-term management and development agreements for the property. In
April 2003, the One&Only Palmilla Resort commenced an expansion project that increased the room
count and significantly upgraded the amenities and public areas offered by the resort. The
expansion was completed in early 2004 and was financed by the One&Only Palmilla Resort through
local project financing, which is supported by a US$46.5 million guarantee from Kerzner, and, to a
lesser extent, through subordinated advances from Kerzner. See Note 23 -~ Commitments and
Contingencies.
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New York

Through Kerzner New York, Inc. (KNY), a wholly owned subsidiary, we own 50 per cent. of Trading
Cove New York, LLC (TCNY), a Delaware limited liability company. TCNY is managed by KNY and
Waterford Development New York, LLC. In March, 2001, TCNY entered into a development services
agreement (the TCNY Development Agreement} with the Stockbridge-Munsee band of Mohican
Indians (Stockbridge-Munsee Tribe) for the development of a casino project (the Catskill Project) in
the Catskill region of the State of New York (the State). The TCNY Davelopment Agreement was
amended and restated in February, 2002. The Stockbridge-Munsee Tribe does not currently have
reservation land in the State but is federally recognized and operates a casino on its reservation in
Wisconsin. The Stockbridge-Munsee Tribe has land claim litigation pending in the US District Court
for the Northern District of New York (the Court) against the State to recover lands within the state
that it alleges were wrongfully taken from the tribe. The Court had stayed the litigation since
April, 1995, but in July, 2003, the Court lifted the stay in an effort to advance the litigation.
Presently, there are cross motions for summary judgment filed by the parties concerning procedural
jurisdictional issues, which motions are being considered by the Court.

Pursuant to the TCNY Development Agreement, as amended, TCNY will provide preliminary
funding, certain financing and exclusive development services to the Stockbridge-Munsee Tribe in
conjunction with the Catskill Project. If the Catskill Project is approved, TCNY will earn a fee of 5 per
cent. of revenues as compensation for these services, as defined in the Davelopment Agreement,
beginning with the opening of the Catskill Project and continuing for a period of twenty years.
TCNY has secured land and/or options on approximately 400 acres of property in the Town of
Thompson, County of Sullivan {the County), of which approximately 333 acres are currently
designated for the Catskill Project. In February, 2002, the Tribe filed a Land to Trust Application with
the US Department of the Interior, Bureau of Indian Affairs (the BIA), for the Catskill Project site
properties. Shouid the BIA approve the Land to Trust Application and the Stockbridge-Munsee Tribe
obtain other required approvals, the land could be taken into trust by the Federal Government on
behaif of the Stockbridge-Munsee Tribe for the purpose of condugting Class 1l Gaming.

In Qctober, 2001, the State enacted legislation authorizing up to three Class Ill Native American
casinos in the counties of Sullivan and Ulster and three Native American casinos in western New
York pursuant to Tribal State Gaming Compacts to be entered into by the State and applicable
Native American tribes (Chapter 383 of the Laws of 2001). In January, 2002, a lawsuit was filed in the
Supreme Court of the State of New York {the Supreme Court} {index No. 719-02) by various
plaintiffs against New York Governor George Pataki, the State of New York and various other
defendants alleging that Chapter 383 of the Laws of 2001 violates the New York State Constitution.
Motions to dismiss the Jitigation were filed in Aprii, 2002. In July, 2003, the Supreme Court issued a
ruling upholding the validity of Chapter 383 of the Laws of 2001. The plaintiffs have appealed that
decision to the Appellate Division of the New York Supreme Court.

in January, 2002, the Stockbridge-Munsee Tribe entered into an agreement with the County
pursuant to which the Stockbridge-Munsee Tribe will make certain payments to the County to
mitigate any potential impacts the Project may have on the County and other local government
subdivisions within the County. The payments will not commence until after the opening of the
Catskill Project.

The Catskill Project is contingent upon the receipt of numerous federal, state and local approvals by
the Stockbridge-Munsee Tribe, including the execution of a Class 11l Gaming Compact with the
State, which approvals are beyond the control of TCNY. The State has yet to enter into negotiations
with the Stockbridge-Munsee Tribe to settle the tribe’s land claim nor has the State engaged in
compact negotiations with the tribe to establish a casino in the State. We can make no
representation as to whether any of the required approvais will be obtained by the Stockbridge-
Munsee Tribe or whether the project will be completed.

The Company's investment in TCNY is reflected within investments in associated companies in the
accompanying consolidated balance sheets,
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Note 2 - Restatement and Reclassifications

Subsequent to the issuance of its 31st December, 2002 consolidated financial statements, the
Company determined that it was necessary to restate its consolidated financial statements as of
31st December, 2002 and for the two years then ended.

During 2003, the Company reviewed the accounting treatment with respect to the disposition of
Resorts Atlantic City in 2001. The Company completed the sale of Resorts Atlantic City on 25th April,
2001 (see Note 4 - Business Acquisitions and Dispositions, Sale of Resorts Atlantic City in the
accompanying notes to consolidated financial statements). The financial results of Resorts Atlantic
City from the period 1st January, 2001 to 24th April, 2001 were previously excluded from our
reported consolidated statement of operations for the year ended 31st December, 2001. In
connection with the restatement, the accompanying consolidated statement of operations for the
year ended 31st December, 2001 now includes Resorts Atlantic City's financial results from
1st January, 2001 to 24th April, 2001. The net loss incurred by Resorts Atlantic City for the period
from 1st January, 2001 to 24th April, 2001 of US$4.9 milllon is included within the accompanying
consolidated statement of operations together with a gain on net assets held for sale, resulting in
no impact on consolidated net income for the year ended 31st December, 2001 from this
adjustment.

The Company has also made certain reclassifications and adjustments related to its investment in
TCA. As the Company accounts for its investment in TCA under the equity method of accounting,
the Company has reclassified amounts related to its investment in TCA as of 31st December, 2002
and 2001 that had previously been included in deferred charges and other assets and due from
affiliates-current to investment in associated companies in the accompanying consolidated balance
sheets in order to properly state our investment in TCA. We record equity income from TCA in
“relinquishment fees - equity earnings in TCA" as a component of operating income in the
accompanying consolidated statements of operations. Amounts earned under the TCA
Development Agreement are included in “TCA development and other fees” in the accompanying
consolidated statements of operations. The Company has reclassified such amounts previously
reported within management and other fees to relinquishment fees — equity earnings in TCA and
TCA development and other fees due to the significance of the amounts earned from TCA and to
reclassify the equity earnings from TCA from revenues to a component of operating income. In
addition, during the years ended 31st December, 2002 and 2001, we made adjustments to
relinquishment fees in order to properly state the amount of equity earnings from TCA as a result of
the impact on our consolidated financial statements from the restatement of TCA's financial
statements. The restatement of TCA’s financial statements was announced on 21st May, 2003 and
the primary effect of the restatement was to recognize as an expense certain contractual liabilities
owed to its partners and their affiliates for prior services performed under contract. Such
adjustments included a reclassification from amortization expense in order to properly state our
earnings from TCA.

The Company has also made certain other adjustments and reclassifications to its historically
reported consolidated balance sheets and statements of operations. With respect 1o the
consolidated statements of operations, these other adjustments include reclassifying the
Company’s equity loss from TCNY from selling, general and administrative expenses to equity in
earnings {losses) of associated companies in the accompanying consolidated statements of
operations for the year ended 31st December, 2001, adjustments made to selling, general and
administrative expenses and corporate expenses in order to correct for the understatement of
operating expenses, partially offset by a correction of bad debt expense.

Certain other balance sheet adjustments and reclassifications as of 31st December, 2002 and 2001
include the reclassification of certain employee notes receivable from trade receivables to deferred
charges and other assets, the reclassification of certain affiliated receivables from trade receivables
to due from affiliates, an adjustment to correct for the overstatement of the allowance for doubtful
accounts, an adjustment to land to correct the carrying value of certain land improperly recorded at
the time of land acquisition in 1936 and adjustments to accounts payable and accrued liabilities
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primarily related to the elimination of certain liabilities originally established at the time of land
acquisition in 1996.

The foliowing table details the prior period cumulative effect on retained earnings, that was
primarily a result of the under recording of depreciation expense and the effect of the adjustments
on our consolidated financial statements from the TCA restatement.

Reconciliation of Accumulated Deficit

{in thousands of US dollars)

Beginning retained earnings 31st December, 2000, as previously reported .. ... ... $ 129,321
Prior period adjustment . . ... .. i e e e e {4,746)
"Beginning retained earnings at 31st December, 2000, asrestated .. ............ $ 124,575

The Company has made other reclassifications to its consolidated financial statements in addition
to those resulting from the restatement. Other reclassifications include the reclassification of

" certain expenses from corporate expenses to selling, general and administrative expenses in order

to conform to our 2003 presentation. Further, pursuant to the adoption of Statement of Financial
Accounting Standards (SFAS) No. 145 “Rescission of FASB Statements No, 4, 44, and 64, Amendment
of FASB Statement No. 13 and Technical Corrections”, the Company has reclassified the
US$20.5 million extraordinary loss related to the early extinguishment of our 8% per cent. Senior
Subordinated Notes and our 9 per cent. Senior Subordinated Notes recognized during the year
ended 31st December, 2002 to other expense in the accompanying consolidated statements of
operations.

Also, we have made certain changes with respect to our presentation of the operating results for
Kerzner Interactive. During the first quarter of 2003, the Company discontinued the operations of
its online gaming subsidiary, Kerzner Interactive. The operating results of Kerzner Interactive for
the years ended 31st December, 2002 and 2001 have been reclassified to loss from discontinued
operations, net of income tax effect in the accompanying consolidated statements of operations
based on the decision in the first quarter of 2003 to discontinue that business.
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The consolidated financial statements for the years ended 315t December, 2002 and 2001 have been
restated to incorporate these adjustments and reclassifications. The foliowing tables are
comparisons of the Company's consolidated balance sheet as of 31st December, 2002 and the
consolidated statements of operations for the years ended 31st December, 2002 and 2001, as

previously reported and as restated.

Consolidated balance sheet as at 31st December, 2002

As
Previously
In thousands of US dollars Reported Adjustments As Restated
ASSETS
Current assets:
Cash and cash equivalents . . ................. $ 34,012 3§ - § 34,012
Restricted cash ..o oo i it ii i i e e 4,842 - 4,842
Trade receivables, net . ............. ... ..... 44,971 {1,857)a) 43,114
Due fromaffiliates .. ....... ..o, 28,042 (7,029)(b) 21,013
Inventories . ... ... i e 8,969 -~ 8,969
Prepaid expenses and otherassets............. 14,312 - 14,312
Total currentassets . ..................... 135,148 {8,886} 126,262
Property and equipment, net . ......... ... .. ... 1,128,375 {16,000y 1,112,375
Notesreceivable. . . ...... ... ... .. i, 13,720 -~ 13,720
Due from affiliates — non-current . . ............. 24,379 - 24,379
Deferred tax asset, net ... ... ot iin e e 6,119 -~ 6,119
Deferred charges and other assets, net........... 35,098 1,200(d) 36,298
Investment in associated companies ............. 66,939 8,947(e) 75,886
Totalassets ......... i $ 1,409,778 $ (14,739) § 1,395,039
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Current maturities of long-term debt .......... $ 275 % - 3 275
Accounts payable and accrued liabilities ........ 156,171 (10,447)(H) 145,724
Capital creditors . ....... ... . i 1,538 - 1,538
Total current liabilitles . . . .......... ... .. ... 157,984 (10,447) 147,537
Deferred revenue . . ...... v criniieriinnenn. 18,028 - 18,028
Other long-term liabilities .................... 2,697 - 2,697
Long-term debt, net of current maturities ........ 497,756 - 497,756
Total Habilities . .. ........ i 676,465 (10,447) 666,018
Shareholders’ equity:
Ordinary shares, $.001 parvalue .............. 35 - 35
Capitalinexcessofpar........ ... vt 703,050 - 703,050
Retained earnings .. ........ci v 201,131 (4,292)g) 196,839
Accumulated other comprehensive foss . ........ (8,134) - (8,134)
896,082 {4,292) 891,790
Treasurystock . .. ... Lo i (162,769} - (162,769}
Total shareholders’ equity ................. 733,313 (4,292) 728,021

Tota! liabilities and shareholders’ equity .. ... ..

$ 1,409,778

$  (14,739) § 1,395,039

Amount relates to the reclassification of certain employee notes receivable 1o deferred charges and other assets as a
result of the long-term nature of these notes receivable, certain amounts related to Harborside at Atlantis, reclassified
to due from affiliates in order to properly classify this as an affiliated receivable and an adjustment to correct for the
overstatement of the allowance for doubtful accounts.
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(b) Amount relates to the reclassification of TCA relinquishment fees from due from affiliates to investment in associated
companles in order to properly state our investment in TCA, the reclassification of amounts due from Harborside at
Atlantis as discussed in () and an adjustment to correct for the overstatement of an allowance an an amount due from
an affiliate.

() Amountreflects the correction of the carrying value of certain land improperly recorded at the time of Jand acquisition
in 1996.

{d) Amount relates to the reclassification of certain employee notes receivable from trade receivables, net as a result of the
long-term nature of these notes receivabie and the reclassification of amounts related to TCA from deferred charges
and other assets, net in order to properly state our investment in TCA.

{e} Amount relates to the reclassification of smounts related to TCA from deferred charges and other assets, net, as
discussed in {(d) and from due from affiliates as discussed in (b} in order to properly state our investment in TCA.

(7 Amount primarily relates to the elimination of certain liabilities improperly established at the time of land acquisition

in 1996.
{g) The following table describes the components of the cumulative effect on retained earnings {in thousands of U.5.
dollars):
Cumulative beginning retained earnings adjustment at st January, 2001 . .. ....... ..., ... $ (4,746}
2001 netincome adjUStMENTS . . . . .. Lt e e s e e e s 1,005
2002 net income adjustmENntS . . . . . .. i i e e (551)
£ {4,252)
B. Consalidated statement of operations for the year ended 31st December, 2002
Discontinued
Operations,
SFAS 145
in thousands of US dollars As Previously  Restatement  and Reclass-
except per share data Reported  Adjustments ifications As Restated
Revenues:
Gaming ... $ 130,669 $ - 3§ (753)(a)$ 129,916
ROOMS . vt v e ei v cie v e eans 184,776 - - 184,776
Food and beverage ........... 131,377 - - 131,377
Tour operations .. ............ 41,063 - - 41,063
TCA development and other fees . - - 1,326(b) 1,326
Management and other fees . ... 41,305 - {30,909)(b) 10,396
Otherrevenues .............. 65,618 - - 65,618
Insurance recovery .. .......... 1,100 - - 1,100
GroSSTeVENUEBS . . . v v vn s v s 595,908 - (30,336) 565,572
Less: promotional allowances . . .. (22,210} - - {22,210)
Netrevenues ................ 573,698 - (30,336) - 543,362
Cost and expenses:
Gaming . ......coiiii o 65,644 - (1,898)(a) 63,746
ROOMS .o vt i it e et 33,381 - - 33,381
Ffood and beverage ........... 88,560 - - 88,560
Tour operations .. ............ 36,767 - - 36,767
Other operating expenses ...... 80,888 228(e) - 81,116
Selling, general and ‘ 4,050(f)
administrative .. . ........... 92,916 1,176(¢) (6,682)3a) 91,460
Corporate expenses . .......... 32,964 313(c) {4,050)(H) 29,227
Depreciation and amortization . . . 56,306 (480){d) (340)(a) 55,486
Restructuring reversal . . ........ {1,000) - - {1,000}
Costand expenses ............ 486,426 1,237 (8,920} 478,743
a3
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Discontinued

Operations,
SFAS 145
In thousands of US dollars As Previously  Restatement  and Reclass-
except per share data Reported  Adjustments ifications As Restated
Relinquishment fees ~ equity
earnings inTCA .. ............ - 458(b) 29,583(b} 30,041
income (loss) from operations ... .. 87,272 (779) 8,167 94,660
Other income (expense):
Interest income . ............. 3,525 - {106)(a) 3,418
Interest expense, net of
capitalization .............. (39,104) - - (39,104)
Equity in losses of associated
COMPaNIes ... v en,. (5,209) - - (5,209}
Gain on settlement of territorial
and other disputes .......... 14,459 - - 14,459
Loss on early extinguishment of
debt............ ..o - - {20,525)(g) {20,525)
Other,net .................. (168) 228(e) - 60
Other expense, net. .. ......... (26,497} 228 (20,631) {46,900)
Income (loss) from continuing
operations before provision for
income taxes ........ .00 ... 60,775 (551) (12,464) 47,760
Provision for income taxes ........ {96) ~(h) - (96)
income (loss) from continuing .
operations .. .. .. ... 60,679 (551) (12,464) 47,664
Extraordinary loss on early
extinguishment of debt, net of
income tax Effect ............. {20,525) - 20,525(g) -
Loss from discontinued operations,
net of income tax effect........ - - (8,061)(a) (8,061)
Net income (loss) . ............ $ 40,154 § (551) $ - 3 39,603
Basic earnings per share
Income from continuing
operations ................ $ 2.18 $ 1.71
Extraordinary loss on early
extinguishment of debt. ... ... (0.74) -
Loss from discontinued operations - {0.2%)
Earnings per share - basic ...... $ 1.44 $ 1.42
Weighted average number of
shares outstanding - basic. .. .. 27,891 27,891
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Discontinued

Operations,
SFAS 145
In thousands of US dollars As Previously  Restatement  and Reclass-
except per share data Reported  Adjustments Hications As Restated
Diluted earnings (loss} per share
Income (loss) from continuing
operations. . . ... i, $ 2.13 $ 1.67
Extraordinary loss on early
extinguishment of debt. ... ... (0.72} -
Loss from discontinued operations - (0.28)
Earnings per share — diluted .. ... $ 1.41 $ 1,39
Weighted average number of
shares outstanding ~ diluted . . . . 28,544 28,544

{a)

{b)

©

(d)

(e

it

(9)

{h}

In cannection with the discontinuation of Kerzner interactive during the first quarter of 2003, the Company has
reclassified its results of operations, including US$0.8 million and US$1.9 million of gaming revenue and expenses,
respectively, for the year ended 31st December, 2002 to loss from discontinued operations. In addition, US$6.7 millien
of selling, general and administrative expenses, U550.3 million of depreciation and amortization and US$0.1 million of
interest income have been reclassified to loss from discontinued operations, net of income tax effect.

Reclassification of U5$29.6 million of relinquishment fees - equity earnings in TCA, US$1.3 million of development and
other fees earned from TCA to segregate these fees from management and other fees due to the significance of the
amounts earned from TCA and to reclassify the equity in earnings from TCA from revenues to a component of
operating income. in addition, an adjustment of US50.5 mibion is reflected in order to properly state the amount of
equity earnings in TCA earned as a result of the impact on our consolidated financial statements from the TCA
restatement.

Amounts represent adjustments to selling, general and administrative expenses and corporate expenses in order to
correct for the understatement of operating expenses partially offset by a correction of bad debt expense.

Amount represents a U5$0.5 million reduction to amortization expense in order to properly state our investment in
TCA as a result of the restatement of TCA.

Amount represents adjustment to appropriately classify loss on sale of fixed assets from other expense, net to other
operating expenses.

Amount represents the reclassification of certain expenses from corporate expenses to selling, general and
administrative expenses which have been made to conform to our 2003 presentation.

Reclassification of the extraordinary loss on early extinguishment of our B% per cent. Senior Subordinated Naotes and
our & per cent, Senior Subordinated Notes from extraordinary loss to other expense in connection with the adoption of
SFAS 145, “Rescission of FASB Statements.No. 4, 44 and €4, Amendment of FASB Statement No. 13 and Technical
Corrections” in the first quarter of 2003. The applicable net income tax effect was US$0.

There was no impact on income taxes due to the effect of the above adjustments.
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C. Consolidated statement of operations for the year ended 31st December, 2001

Resorts
International
Hotel, inc.
Results
1st Jan, 2001 to Discontinued
In thousands of US dollars As Previously 24th April, Restatement Operations and
except per share data Reported 2001{a) Adjustments Reclassifications As Restated
Revenues:
Gaming .. .......... 116,480 § 72,417 - 3 - 3 188,907
Rooms............. 176,573 3,996 - - 180,569
Food and beverage. ... 121,415 6,977 - - 128,392
Tour operations ...... 36,348 - - - 36,348
Real estate related . . . . 9,771 - - - 9,771
TCA development and
otherfees......... - - - 2,873(b) 2,873
Management and other
fees .. oovie i 36,806 - - (27,396)(h) 9,410
Other revenues ...... 56,416 1,523 - - 57,939
Insurance recovery . ... 2,000 - - - 2,000
Gross revenues .. ... 555,819 84,913 - (24,523) 616,209
Less: promotional
allowances ,....... (22,778) {17,9985) - - (40,773)
Net revenues. ...... 533,041 66,918 - {24,523) 575,436
Cost and expenses:
Gaming ............ 60,444 35,987 - ~ 96,431
ROOMS. .. oot i v et 29,625 913 - - 30,538
Food and beverage. ... 82,856 3,639 - - 86,485
Tour operations ... ... 32,041 - - - 32,041
Other operating
eXPenses. ... ... .. 80,094 8,292 760(e) - 89,146
Real estate related . .. 2,865 - - - 2,865
Selling, general and (785){c)
administrative , . ., . . 80,206 10,492 {849)()) - 89,064
Corporate expenses . .. 25,106 - - - 25,106
Depreciation and
amortization....... 51,490 5,325 (5,805)(d) - 51,010
Restructuring costs . . . . 5,732 - - - 5732
Pre-opening expenses . . 6,904 - - (4,624)(H) 2,280
Gain on net assets held
forsale........... - - (2,232)(g) - (2,232)
Cost and expenses . . . 457,363 64,648 {8,911) (4,624) 508,476
Relinguishment fees -
equity earnings in TCA . - - {260)(b) -+ 24,523(b) 24,263
Income from operations . . 75,678 2,270 8,651 4,624 91,223
Other income (expense):
interest income .. .... 7,471 510 {2,664){h) {16)(f) 5,301
Interest expense, net of
capitalization ...... (52,702} (7.673) - - (60,375}
Equity in earnings
(losses) of associated
companies ........ 3,059 - {849)(i) - 2,210
Other,net .......... (760) - 760(e) - -
Other expense, net. ... (42,932) (7,163) (2,753) {16) (52,864)
Income (loss) from
continuing operations
before provision for
income taxes ........ 32,746 (4,893) 5,898 4,608 38,359
Provision for income taxes . (1,080) - —(k) - {1,090)
Income from continuing
operations . ......... 31,656 (4,893) 5,898 4,608 37,269
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Resorts
international
Hotel, Inc.
Resuits
1st Jan, 2001 to Discontinued
in thousands of US dollars As Previously 24th April, Restatement Operations and
except per share data Reported 2301(a) Adjustments Reclassifications As Restated
Loss from discontinued
operations, net of
income tax effect .. ... - - - {4,608)H) (4,608)

Net income (loss). ... $ 31,656 % (4,893)(j)$ 5,898 - % 32,661
Basic earnings per share:

Income from -
continuing
operations . . ..... $ 1.18 $ 1.39 :

Loss from
discontinued |
operations, net of
income tax effect . . - B (0.18)

Earnings per share -
basic........... $ 1.18 $ 1.21

Weighted average
number of shares :
outstanding - basic. 26,885 26,885
Diluted earnings per
share:
Income from
continuing
operations . . ..... $ 1.14 $ 1.34
Loss from
discontinued
operations, net of
income tax effect . . - 0.17)

Earnings per share - :
diluted ......... $ 1.14 $ 1.17

Weighted average
number of shares
outstanding -
diluted ......... 27,826 27,826

{a) Amountsrepresent the operating results of Resorts Interpational Hotel, Inc. {RIB) for the periad from 1st January, 2001
to 24th April, 2001, as reported in Colony RIH Holdings, Inc.’s Form 10-K for the year ended 31st December, 2002, in
arder to refiect the sale of Resorts Atlantic City on 25th April, 2001, The Company previously reflected the sale as of
31st December, 2000. Following the closing of the transaction on 25th April, 2001, Colony RIH Holdings, Inc. became the
indirect 100 per cent. owner of all of the capital stock of RIH, which owns and operates Resorts Atlantic City.

(b) Amount represents the reclassification of US$27.4 million of relinquishment fees - equity earnings in TCA,
US$2.9 million of development and other fees sarned from TCA to segregate these fees from management and cther
fees due to the significance of the amounts earned from TCA and to reclassify the equity in eamings fram TCA revenues
to a component of operating income. In addition, an adjustment of US$0.3 million is reflected in order to properly state
the amount of equity earnings in TCA earned as a result of the impact on our consolidated financial statements from
the TCA restatement,

{c) Arounts represent adjustments to selling, general and administrative expenses to correct for the overstatement of
certain operating expenses.

d) AsResarts Atlantic City was classified as an asset held for sale, the Company ceased depreciation and amortization of its
long-lived assets as of 31st December, 2000, and accordingly, the expense is offset against the net loss incurrad from the
period 1st January, 2001 to 24th April, 2001, In addition, this amount includes a US$0.5 million reduction to
amortization expense in order 1o properly state our investment in TCA as a result of the impact on our consolidated
financial statements from the TCA restatement,

fe) Amount represents an adjustment to appropriately classify loss on sale of fixed assets from other expense, net to
income from operations.

(f) in connection with the discontinuation of Kerzner Interactive during the first quarter of 2003, the Company has
reclassitied the results of operations of Kerzner Interactive, including US$4.6 million of pre-opening expenses and
Us$16 thousand of interest income, to loss from discontinued operations, net of income tax effect.
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{g) Adjustment relates to the recording of the gain on net assets held for sale resuiting from the inclusion of the operating
results of RIH, as discussed in (a). The following table summarizes the components of the gain on net assets held for sale
(in thousands of U.S. dollars):

Net 1055 Of RESOMS(j) . . . o v it it i it it e st ittt e e e e e $ (4,893)
Depreciation and amartization{d) . ....... ... .. e e 5,325
Interest incometh) .. ...... e e e e e e e e (2,664)
Gainon net assets Reld fOr 5818 « v v v vt i ittt i e e e i e $ {2,232)

{h) During the period 1st January, 2001 to 24th April, 2001, the Company recognized approximately US$2.7 million of
interest income earned from Colony in connection with the sale of Resorts, This amount is offset against the net loss
incurred by Resarts for the period from 1st January, 2001 to 24th April, 2001 and has reduced interest income as
previously reported by Kerzner,

(i) Adjustment relstes to the reclassification of Trading Cove New York equity in josses from selling, general and
administrative expenses to equity in earnings (losses} of associated companies.

() Netlossof RIH from the period 1st January, 2001 to 24th April, 2001, as reported in Colony RIH Holding In¢.'s Form 10-K
for the year ended 315t December, 2002.

k) There was no impact on income taxes due to the effect of the above adjustments.

Note 3 - Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Kerzner and its
subsidiaries. All significant intercompany transactions and balances have been eliminated in
consolidation.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the consolidated financial statements. These estimates and
assumptions also affect the reported amounts of revenues and costs and expenses during the
reporting period. On a regular basis, management evaluates its estimates. Actual results could
differ from those estimates.

We provide allowances for doubtful accounts arising from casino, hotel and other services, which
are based upon a specific review of certain outstanding receivables. In determining the amounts of
the allowances, we are required to make certain estimates and assumptions. Accruals for potential
liabilities related to any lawsuits or claims brought against us, calculation of inventory reserves, fair
values of financial instruments and guarantees, calculation of income tax liabilities and
contingencies, valuation allowance on deferred tax assets and other liabilities require that we apply
significant judgment in determining the appropriate assumptions for use in the calculation of
financia! estimates, We also must estimate the useful lives assigned to our assets. Actual results may
differ from these estimates and assumptions.

Cash Equivalents and Restricted Cash

We consider all of our short-term money market securities purchased with original maturities of
three months or less at the time of purchase to be cash equivalents. For all periods presented,
restricted cash primarily relates to letters of credit for one of our tour operators and a certificate of
deposit associated with our revolving credit facility.

Trade receivable and credit risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of casino accounts receivable. The Company issues markers to approved casino
customers foilowing background checks and investigations of creditworthiness. At 31st December,
2003, a substantial portion of the Company's receivables were due from customers residing in
foreign countries. Business or economic conditions or other significant events in these countries
could affect the collectibility of such receivables.
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Trade receivables, including casino and hote! receivables, are typically non-interest bearing and are
initially recorded at cost. Accounts are written off when management deems the account to be
uncollectible. Recoveries of accounts previously written off are recorded when received. An
estimated allowance for doubtful accounts is maintained to reduce the Company’s receivables to
their carrying amount, which approximates fair value. The allowance is estimated based on specific
review of customer accounts as well as historical collection experience and current economic and
business conditions. Management believes that as of 31st December, 2003, no significant
concentrations of credit risk existed for which an allowance had not already been recorded.

Inventories
Inventories are carried at the lower of cost {(on a first-in, first-out basis) or market value, Inventories

consist primarily of food and beverages, operating supplies, retail and other items. Provisions are
made, as necessary, to reduce excess or obsolete inventories to their estimated net realizable value.

Property and Equipment and Depreciation
Property and equipment are stated at cost and are depreciated over the estimated useful lives

reported below using the straight-line method. Leasehold impravements are amortized over the
shorter of the lease term or estimated useful lives of the improvements.

BUuildings .. ..o i e e 40 years
Land IMpProvements .. ... i e e e e 14 years
Furniture, machinery and eqQUIPMEnt . . ... . .. . it ittt e i 3-10 years

Expenditures for renewals and betterments which increase the estimated useful life or capacity of
the assets are capitalized; expenditures for repairs and maintenance are expensed when incurred.
Gains or losses on dispositions of property and equipment are included in other operating expenses
in the accompanying consolidated statements of operations.

Construction in progress relates to assets not yet placed in service and as such, are not currently
being depreciated. :

Long-Lived Assets

We review our long-lived assets and certain identifiable intangibles for impairment whenever
changes in circumstances indicate that the carrying amount of an asset may not be fully
recoverable. If changes in circumstances indicate that the carrying amount of an asset that we
expect to hold and use may not be recoverable, future cash flows expected to result from the use of
the asset and its disposition are estimated. If the undiscounted value of the future cash flows is less
than the carrying value of the asset, the carrying value of the long-lived asset will be reduced by the
amount which the carrying value exceeds fair value. We do not believe that any such changes have
occurred except as a result of the Resorts Atlantic City Sale and the Atlantic City Option, as discussed
in Note 4 ~ Business Acquisitions and Dispositions.

Deferred Charges and Other Assets

Deferred charges and other assets primarily consist of the fair value of our interest rate swaps, as
discussed in Note 25 - Fair Value of Financial Instruments, and debt issuance costs, as discussed in
Note 10 - Deferred Charges and Other Assets. The Company incurs discounts, structuring fees and
other costs in connection with its issuance of debt and in connection with its amended credit facility.
Debt issuance costs are capitalized when incurred and amortized to interest expense based on the
anticipated debt maturities using the straight-line method, which approximates the effective
interest method, Deferred compensation plan investments relate to assets held in a rabbi trust for
our deferred compensation plan. This balance also includes long-term prepaid rent amounts
relating to a lease entered into during 2002 in connection with the relocation of our office in
Piantation, Florida and a deposit and direct costs incurred in connection with the acquisition of a
casino license related to development projects in the United Kingdom.
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Investments in Associated Companies

Investments in associated companies represent investments in which the Company maintains an
interest in excess of 20 per cent. but less than or equal to 50 per cent. and has significant influence
over the investees. These investments are accounted for in accordance with the equity method of
accounting, under which each such investment is reported at cost plus the Company’s proportionate
share of the income or loss, less dividends received, of such investee since its acquisition. Equity in
earnings (losses) of associated companies include such proportionate share of income or loss.

Goodwill

Effective 1st January, 2002, the Company adopied SFAS 142 “Goodwill and Other Intangible Assets”
which resulted in the cessation of the amortization of goodwiil. Prior to this date, our goodwill was
amortized on a straight-line basis over 40 years. Goodwill related to certain investments in
associated companies is included in the accompanying consolidated balance sheets and was
US$7.9 million as of 31st December, 2003 and 2002. Equity in earnings of associated companies for
the year ended 31st December, 2001 is net of US$0.3 million of amortization expense related to such
goodwill. The table below illustrates what the impact to the consolidated statements of operations
would have been if the provisions of SFAS 142 were applied to all periods presented.

For the Year Ended 31st December,

2003 2002 2001
Netincome, asreported. . ... .. ..ot $ 71,572 5 39,603 % 32,661
Amortization of goodwill relating to investments in
associated COMPANIEs . . ... ...ttt i e - - 300
Adjusted netincome .............. e $ 71572 § 39603 §$ 32,961
For the Year Ended 31st December,
Basic earnings per share: 2003 2002 2001
Earnings per share, asreported .................... $ 250 § 142 % 1.21
Amortization of goodwill relating to investments in
associated companies ........... ... .. - - 0.01
Adjusted earnings pershare. . ......... ..o uv.., $ 250 3§ 142 % 1.22
For the Year Ended 31st December,
Diluted earnings per share: 2003 2002 2001
Earnings per share, asreported . ....... ... oonin.., $ 244 § 139 § 117
Amortization of goodwill relating to investments in
associated companies . ....... ... . ool - - 0.01

Adjusted earningspershare. . ..................... $ 244 % 139 § 1.18

Capital Creditors

Capital creditors represents amounts due to vendors for capital improvement and construction
related projects.

Fair Value of Guarantees

in connection with the adoption of Financial Accounting Standards Board (FASB) Interpretation
No. 45, "Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others” (FIN 45), on 1st January, 2002 we recognize, at the inception
of a guarantee, a liability equal to an estimate of the guarantee’s fair value for the obligations we
have undertaken in issuing a guarantee, including its ongoing obligation 1o stand ready to perform
over the term of the guarantee in the event that the specified triggering evants or conditions occur.
See Note 23 - Commitments and Contingencies — Guarantees for fair value of guarantees
recognized.
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Accumulated Other Comprehensive Loss

Financial statements of foreign entities in which the Company maintains an investment are
prepared in their respective local currencies and translated into US dollars at the current exchange
rates for assets and liabilities and an average rate for the year for revenues and expenses. Net gains
or losses resulting from the translation of foreign financial statements are charged or credited to
the currency translation adjustment.component of accumulated other comprehensive loss. Other
comprehensive income {loss) have no tax impact as they relate to translation reserves on
investments owned by foreign entities that are not subject to taxation.

Treasury Stock

Ordinary shares, which were repurchased and held in treasury, are stated at cost in the
accompanying consolidated balance sheets.

Revenue Recognition

We recognize the net win from casino gaming activities (the difference between gaming wins and
losses) as gaming revenues,

Hotel, food and beverage, and other operating revenues are recognized as services are performed.
Advance deposits on rooms are deferred and included in customer deposits and unearned revenues
within accounts payable and accrued liabilities until services are provided to the customer. The
retail value of accommodations, food and beverage, and other services furnished to hotel/casino
guests without charge is included in gross revenue and then deducted as promotional allowances.
(See Promotional Allowances below for further discussion.)

Revenues and expenses from tour operations include the sale of travel and leisure packages and are
recognized at the time of departure. Amounts collected in advance from guests are deferred and
included in customer deposits and unearned revenues within accounts payable and accrued
liabilities until such amounts are earned.

Rea! estate related revenues from the sale of luxury home sites at Ocean Club Estates on Paradise
Island are recognized upon delivery of the completed lots to the purchasers at closing. Deposits
collected in advance of closing are deferred and included in customer deposits and unearned
revenues within accounts payable and accrued liabilities.

TCA development and other fees include amounts earned from the TCA Development Agreement
and certain guaranteed payments earned from TCA.

Based upon the nature and function of TCA as an entity existing for the purpose of collecting fees
and remitting such fees to its partners, the Company includes relinquishment fees within
relinquishment fees ~ equity earnings in TCA as a component of operating income in the
accompanying consolidated statements of operations.

Revenue generated from construction services performed pursuant to the terms of the TCA
Development Agreement and other development agreements is recognized on the
percentage-of-completion basis in accordance with SOP 81-1, “Accounting for Performance of
Construction-Type and Certain Production-Type Contracts.” The percent complete and the amount
earned at the end of each accounting period is determined by the percentage of costs incurred at
the end of each period pursuant to estimated total costs to complete the contract.

Management, development and other fees include amounts charged to unconsolidated affiliates
for hotel management, executive management and project consulting and are recorded when
earned.

Other revenues primarily represent incidental revenues generated from hotel operations at
Atlantls, Paradise Island including the marina, the golf course, retail shops, and rental income from
retail establishments located within the hotel. Other revenues also include the annual contribution
payment related to a settlement with a majority shareholder. For additional information see
Note 20 - Gain on Settlement of Territorial and Other Disputes.
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Insurance recovery represents proceeds received for business interruption amounts relating to
Hurricane Michelle, which are recorded when realized.

Promotional Allowances

On 1st January, 2001, the Company changed its method of accounting for customer incentives at
Resorts Atlantic City to conform to Emerging Issues Task Force Issue No. 01-9, Accounting for
Consideration Given by a Vendor to a Customer (EITF 01-8). The impact of this adoption in 2001 was
US$6.3 million of Resorts Atlantic City customer incentives being reclassified from gaming cost and

expenses to promotional allowances and US$4.2 million of such customer incentives being

reclassified from net gaming revenues to promotional allowances.

The retail value of accommodations, food, beverage and other services provided to customers
without charge is included in gross revenues and deducted as promotional allowances. The
estimated departmental costs of providing such promational allowances are induded in gaming
cost and expenses as follows:

For the Year Ended 31st December,

2003 2002 2001
ROOMIS v vee et e $ 2363 § 2373 $ 5208
Foodand beverage . ....... ..o, 6,727 6,428 11,066
Other ... i e e e 441 426 1,359

$ 9531 § 9227 § 17634

Advertising Expense

We expense advertising costs as incurred. Advertising expense was US$16.1 million, US$15.8 million,
and US$12.2 million for the years ended 31st December, 2003, 2002 and 2001, respectively, and is
included in selling, general and administrative expenses in the accompanying consolidated
statements of operations.

Pre-Opening Expenses

Pre-opening expenses are charged to expense as incurred. For the year ended 31st December, 2001,
pre-opening expenses were US$2.3 million and related to the expansion of the Ocean Club Golf
Course on Paradise Island. During the years ended 31st December, 2003 and 2002, we did not incur
any pre-opening expenses.

Foreign Currency

Transactions denominated in foreign currencies are recorded in local currency at actual exchange
rates at the date of the transaction. Monetary assets and liabilities denominated in foreign

currencies at the balance sheet dates are reported at the rates of exchange prevailing at those’

dates. Any gains or losses arising on monetary assets and liabilities from a change in exchange rates
subsequent to the date of the transaction have been included in corporate expenses in the
accompanying consolidated financial statements. These amounts were not significant for the years
ended 31st December, 2003, 2002 and 2001.

The financial statements of our equity method investees and certain subsidiaries are translated
from their local currencies into US dollars using current and historical exchange rates. Translation
adjustments resulting from this process are reported separately and accumulated as a component
of accumulated other comprehensive income (loss) in shareholders' equity in the accompanying
consolidated balance sheets. Upon sale or liquidation of our investments, the translation
adjustment would be reported as part of the gain or loss on sale or liquidation,
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Costs of Management and Development Agreements

The Company expenses any costs incurred relating to the pursuit of business acquisitions while the
potential acquisition process is ongoing. Whenever the Company enters into a definitive
agreement in connection with a management or development agreement, any direct incremental
costs are deferred and amortized to expense over the period of the underlying agreements. Such
costs are deferred only when the income on such contracts is expected to exceed the related costs
incurred. Deferred contract acquisition costs are included in deferred charges and other assets in
the accompanying consclidated balance sheets.

Capitalized Interest

The Company capitalizes interest costs associated with debt incurred in connection with major
construction projects. When debt is not specifically identified as being incurred in connection with a
construction project, the Company capitalizes interest on amounts expended on the project at the
Company's average cost of borrowed capital. Capitalization of interest ceases when a project is
substantially complete or construction activities are no longer underway. The amounts capitalized
during the years ended 31st December, 2003, 2002 and 2001 were US$0.4 million, U5$0.2 million
and US$1.1 miliion, respectively.

Gain on Replacement of Damaged Assets

Gain on replacement of damaged assets represents insurance proceeds received in excess of the net
book value of assets damaged during Hurricane Michelie.

Minority Interest

Effective 1st January, 2003, we entered into an agreement with SRL to form a new company for the
purpose of, among other things, managing the five properties owned by SRL in Mauritius and the
One&Only Kanuhura in the Maldives. SRL initially will own 20 per cent. of the new entity, to be
known as One&Only (Indian Ocean) Management Limited (One&Only Management), and we will
own the remaining 80 per cent.. Subject to certain conditions, SRL's ownership interest will increase
incrementally through 2009 for no consideration, at which time SRL will own 50 per cent. of
One&Only Management. As of and for the year ended 31st December, 2003, we have consolidated
One&Only Management, with SRL's 20 per cent. interest in the operations of One&Only
Management reflected as a minority interest in the accompanying consolidated statement of
operations and a minority interest liability reflected within the accompanying 2003 consolidated
balance sheet.

Income Taxes
We are subject to income taxes in certain jurisdictions in which we conduct business. Accordingly,

the accompanying consolidated statements of operations include a provision for income taxes
based on prevailing tax laws of those jurisdictions.

We account for income taxes in accordance with SFAS No, 109, "Accounting for income Taxes.”
Realization of future tax benefits related to deferred tax assets is dependent on many factors,
including our ability to generate future taxable income. The valuation allowance is adjusted in the
period we determine it is more likely than not that deferred tax assets will or will not be realized.
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Earnings Per Share Data

The following is a reconciliation of the shares used in our earnings per share computations (shares
in thousands):

For the Year Ended 31st December,

In thousands of US dolfars 2003 2002 2001
Weighted average shares used in basic computations . . .. 28,575 27,891 26,885
Dilutive stock options and restricted shares outstanding . . 802 653 941
Weighted average shares used in diluted computations . . 29,377 28,544 27,826

The net income amount used as the numerator in calculating basic and diluted earnings per share is
the net income in the accompanying consolidated statements of operations. The effect of certain
options and restricted shares was not included in the computation of diluted earnings per share in
2003, 2002 and 2001 because their effect would have been anti-dilutive. The number of options not
included in the computation for the years 2003, 2002 and 2001 were 2.2 million, 1.3 million, and
2.0 miltion, respectively.

Stock-Based Compensation

We have elected to apply Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued
to Employees” as interpreted in FASB Interpretation No. 44, "Accounting for Certain Transactions
tnvolving Stock Compensation” in accounting for compensation under our stock option plans in lieu
of the alternative fair value accounting provided for under SFAS No. 123, “Accounting for Stock-
Based Compensation” as amended by SFAS No, 148 (SFAS 123).

Accordingly, we have not recognized any compensation expense for those stock options granted at
option prices equal to the fair market value of the common stock at the date of grant. The fair value
of options granted during 2003, 2002 and 2001 was estimated as of the respective dates of grant
using the Black-Scholes option-pricing model with the following weighted average assumptions.
The weighted average fair value of options granted in 2003, 2002 and 2001 was US$12.44, U5$7.53,
and US$9.64, respectively.

For the Year Ended 31st December,

2003 2002 2001
Risk-free interestrate ...... ... ... .. . . ivinrnn. 3.2% 4.7% 4.7%
Expected volatility .......... e 37.2% 37.3% 37.3%
Expected life of optionsinyears ................... 4-5 4-5 4-5

Expected dividend yield . ......................... - - -
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The following table illustrates the effect on net income and earnings per share if Kerzner had
applied the fair value recognition provisions of SFAS 123 to stock-based employee compensation.

for the Year Ended 31st December,

In thousands of US dollars ‘ 2003 2002 2001
Netincome, asreported. .. ..ot iii it iinnnnnnn $ 71,572 $ 39,603 § 32,661
Deduct: Total stock-based employee compensation

expense determined under fair value based method for

all awards, net of related tax effects. .. ............ 3,699 6,448 10,051
Proformanet income ......c..viuvvrienvenennues $ 67,873 § 33,155 § 22,610
Earnings per share:

Basic~asreported . .....c.viiiiin i $ 250 § 142 § 1,21

Basic~proforma ........... e e e $ 238 § 119 § 0.84

Diluted ~asreported .................. PR $ 244 § .39 1.17

Diluted = proforma .. ..oiii i e e $ 231 § 116 § 0.81

Derivative Financial Instruments

The Company's derivatives consist of interest rate swap agreements used to manage the impact of
interest rate changes on our long-term debt obligations and have been accounted for as fair value
hedges in accordance with FASB Statement No. 133, “Accounting for Derivative Instruments and
Hedging Activities” (SFAS 133).

Reclassifications

Certain amounts included in the prior years consolidated financial statements have been
reclassified to conform with the current year's presentation. See Note 2 — Restatement and
Reclassifications for further discussion.

Recent Accounting Pronouncements
Consolidation of Variable Interest Entities

In December, 2003, the FASB issued revised Interpretation No. 46R, “Consolidation of Variable
Interest Entities” (FIN 46R). This interpretation of Accounting Research Bulletin 51, "Censolidated
Financial Statements,” addresses consolidation by business enterprises of variable interest entities
which have one or both of the following characteristics: (i) the equity investment at risk is not
sufficient to permit the entity to finance its activities without additional subordinated financial
support from other parties which is provided through other interests that will absorb some or all of
the expected losses of the entity, or (ii) the equity investors lack one or more of the following
characteristics of a controlling financial interest: (a) the direct or indirect ability to make decisions
about the entity’s activities through voting rights or similar rights, (b) the obligation to absorb the
expected losses of the entity if they occur, which makes it possible for the entity to finance its
activities, or (¢) the right to receive the expected residual returns of the entity if they occur, which is
the compensation of the risk of absorbing the expected losses. This interpretation applies
immediately to variable interest entities created after 31st December, 2003, and to variable interest
entities in which an enterprise obtains an interest after that date.

The provisions of FIN 46R are required to be applied to an interest held in a variable interest entity,
commonly referred to as a special purpose entity, at the end of the first reporting period ending
after 15th December, 2003. Application to all entities is required in financial statements for periods
ending after 15th March, 2004. We have determined that the One&Only Palmilla, in which we have
a 50 per cent. equity interest, constitutes a variable interest entity that is subject to consolidation in
accordance with the provisions of FIN 46R as the related operating agreement contains a put option
that, if exercised, would obligate us to purchase the remaining 50 per cent. of the entity, resulting
in us being the primary beneficiary of the entity. We expect to consolidate the results of operations
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of the One&Only Palmilla into our consolidated statements of operations for the quarter
ended March, 2004. '

See Note 4 — Business Acquisitions and Dispositions and Note 19 - Investments In and Equity in
Earnings {Losses) in Associated Companies for more information on the One&Only Palmilla,

Note 4 ~ Business Acquisitions and Dispositions
Kerzner Interactive Disposition

Through a wholly owned subsidiary, the Company previously owned and operated Kerzner
Interactive, an online Internet gaming site. Kerzner Interactive allowed play only in jurisdictions
that permitted online gaming and, as these jurisdictions have become more restrictive in their
acceptance of play, the market size has been reduced and competition has intensified. Without the
potential for expansion into other markets, including the United States, the outlook for new
business substantially decreased. As a result, during the first quarter of 2003, the Company
discontinued the operations of Kerzner Interactive.

On 15th February, 2002, the Company entered into an agreement with Station Casinos, Inc.
(Station), pursuant to which Station agreed to purchase a 50 per cent. interest in Kerzner
Interactive. The companies later renegotiated the original agreement such that Station purchased
an option from us in July, 2002 for US$4.5 million to buy a 50 per cent. interest in Kerzner
Interactive, As of 31st December, 2002, the option payment is included within accounts payable and
accrued liabilities in the accompanying consolidated financial statements. The Company and
Station mutually agreed to terminate this transaction in January, 2003, As & result, the
US$4.5 million non-refundable deposit was recognized as income during the first quarter of 2003
and was offset by net losses incurred while winding down the operations of the business, including
the write-down of net assets and other associated costs.

The operating results of Kerzner Interactive for the years ended 31st Decermber, 2002 and 2001 are
as follows and have been reclassified to loss from discontinued operations, net of income tax effect
in the accompanying consolidated statements of operations:

For the Years Ended 31st December,

In thousands of US dollars 2003 2002 2001
REVEMUES o\ v vt v e it e se en s ot et et $ - ¢ 753 § -
BSOS .\ vttt (3,195) (8,921)  (4,624)
Otherincome . ... i, e 4,500 107 16
Netincome(loss) .. ..o $ 1305 § (8061 % (4,608)

As of 31st December, 2003 and 2002, the assets and liabilities of Kerzner Interactive were as follows:

31st December,
In thousands of US dollars 2003 2002
Cashandcashequivalents. . ... i $ 260 § 6,043
Restrictedcash . ....................... . - 3,322
Other CUMreNt 355815 . .. i it i ittt et et et st a e . - 427
NON-CUITENT @S5S . .. it i ittt e it it e e s et e - 963
Current labilities ... ... i i e 78 8,838

World Leisure Holidays Acquisition

Effective 1st January, 2003, we acquired 100 per cent. of the voting equity interests of World Leisure
Holidays, Inc. (WLH), a tour operator located in South Africa to support our One&Only business,
particularly the SRL properties and the One&Only Kanuhura. We paid US$0.6 million to SRL to
acquire WLH, which amount approximated both its fair value and net book value at the date of
acquisition, resulting in the recognition of no goodwill. WLH resuits for the year ended
31st December, 2003 are included in the consolidated statement of operations. The pro-forma
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effect of this acquisition to the results of operations as of 31st December, 2003, 2002 and 2001 was
insignificant. There were no contingent payments, options or commitments and there was no
purchased research and development assets with this acquisition.

As of 1st January, 2003, the assets and liabilities of WLH were as follows:

In thousands of US dollars

Cashand cashequivalents . ... ... ittt it isannntrnrecnninanas R 1,990
Other current assets ..... e et e et e 416
Non-current assets. . . v v i it inan it ensannensss B et e et e 55
Current liabilities. . . . ......c ooy 1,813
Non-current liabilities ....... e e s RN e, -

UK Development Project and Acquisition of Casino License

In April, 2003, we made a US$4.0 million payment as consideration for the potential development
of a casino and hotel in the greater London area which is subject to numerous conditions, including
the enactment of appropriate gaming legislation in the UK and the granting of applicable gaming
board, licensing, planning and council permissions. We also made a US$1.3 million and
Us$0.8 milllon payment for the acquisition of a casino license and land, respectively, in
Northampton, England.

Palmilla Acguisition

On 12th September, 2002, we acquired a 50 per cent. ownership interest in the 115-room Palmilla
Resort, a deluxe, five-star property located near Cabo San Lucas in Baja, Mexico, for approximately
US$40.8 million, including direct acquisition costs. This acquisition was funded through a
combination of cash on hand and borrowings under our revolving credit facility as part of our
strategy to expand our luxury resort business. In connection with the purchase, we entered into
long-term management and development contracts related to the property that will expire in 2022,
As part of the operating agreement, the owner has the right to require us to acquire the remaining
50 per cent. interest from the owner for a price of US$36.3 million, plus 50 per cent. of Palmilla’s
working capital, with the price subject to adjustment, as defined in the purchase agreement, during
the first year of the option period. The purchase price during the second year of the option period is
based on a formula, as defined. This option period begins on 12th September, 2005 and expires on
12th September, 2007.

In February, 2004, the One&Only Palmilla Resort completed an expansion project, which began in
April, 2003 and increased the room count to 172 rooms and significantly upgraded the amenities
and public areas offered by the resort. The expansion was financed primarily through local project
financing, which is supported by a Kerzner guarantee of US$46.5 million, and, to a lesser extent,
through subordinated advances from Kerzner, See further discussion of guarantee at Note 23 ~
Commitments and Contingencies.

Kanubura Acquisition

On 1st August, 2001, we acquired a 25 per cent. ownership interest in the Kanuhura Resort & Spa, a
luxury resort located on Kanuhura Island in the Maldives, which Is approximately 600 miles
southwest of the southern tip of India, for US$3.8 million. In connection with the purchase, we
entered into a long-term management contract related to the property that will expire in 2023. On
1st January, 2003, we sold 20 per cent. of our equity interest in the One&Only Kanuhura to SRL at
our net book value of US$1.5 million, resulting in no gain or loss on the transaction. As a result, we
now have a 20 per cent. ownership interest in the One&Only Kanuhura.

Sale of Resorts Atlantic City

Through a wholly owned subsidiary, we previously owned and operated Resorts Atlantic City, a
644-room casino and hotel property. On 25th April, 2001, we completed the sale of Resorts Atlantic
City to an affiliate of Colony Capital LLC (Colony) for a sale price of approximately US$144.0 million,
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including accrued interest (the Resorts Atlantic City Sale). The proceeds received from Colony
consisted of approximately US$123.5 million in cash, net of costs incurred subsequent to closing,
and an unsecured US$17.5 million note (the Promissory Note) bearing interest at a rate of 12.5 per
cent. per annum payable semi-annually. in March 2002, we received US$18.0 million from Colony as
payment in full of the Promissory Note and ail outstanding accrued interest. Of the cash proceeds
from the Resorts Atlantic City sale, US$79.0 million was used to pay in full the borrowings
outstanding by Resorts Atlantic City under a bank credit facllity dated 1st November, 1899 (as
amended, the Revolving Credit Facility). The remaining U$$48.0 million of cash proceeds from the
Resorts Atlantic City Sale was used to permanently reduce borrowings outstanding by us under a
bank credit facility,

If this transaction had been consummated on 1st January, 2001, on a pro forma basis, our results of
operations for the year ended 31st December, 2001 would have been:

31st December,

In thousands of US dollars 2001
NEL FOVEBMUES « v v vt vt e ettt e et e e e e e e e e e e e $ 532,781
Nt IO o ottt e e et e e e e e e $ 32,661
BaSIC B &ttt it e e e e e e $ 1.21
Diluted EPS .o i e e e e e e e e e e e $ 1.17

The above pro forma information is not necessarily indicative of what our results of operations
would actually have been had the Resorts Atlantic City Sale occurred at the beginning of the year.

Pursuant to the terms of the Resorts Atlantic City Sale, we granted Colony a two-year option (the
Atlantic City Option) to acquire certain undeveloped real estate which we own, adjacent to Resorts
Atlantic City, for a sale price of US$40.0 million, which option could be extended by Colony for two
additional one-year periods upon 45 days notice to us prior to the expiration of the then-current
option period and payment to us of a Us$2.5 million extension payment for each renewal peried. In
July, 2003, and through various extensions thereafter, we and Colony agreed to extend the initial
option period in exchange for an option extension payment of US$1.3 million which was paid on
9th July, 2003 and is being accounted for as & deposit in accounts payable and accrued liabilities in
the accompanying consolidated balance sheet as of 31st December, 2003. The Atlantic City Option
has since contractually expired and in February, 2004, we and Colony agreed to terminate the
Atlantic City Option and entered into a new agreement pursuant to which we agreed to sell the
undeveloped real estate adjacent to Resorts Atlantic City to a wholly owned subsidiary of Colony
for a sale price of US$40.0 million, effectively honoring the original option price. This transaction
was completed on 18th March, 2004, The sale price was paid in the form of a promissory note which
will mature on 10th March, 2009. The net carrying value of the undeveloped real estate included in
the Atlantic City Option is US$40.0 million, and is included in land within property and equipment,
net in the accompanying consolidated balance sheets.

Effective 25th April, 2001, the closing date of the Resorts Atlantic City Sale, Colony leased from us
certain of the property included in the Atlantic City Option for US$100,000 per month. Atthat time,
the lease could be terminated by either Colony or us with thirty days notice, subject to certain
conditions. The rental income resulting from this lease was US$1.2 million for both of the years
ended 31st December, 2003 and 2002, and US$0.8 million for the year ended 31st December, 2003,
and is included in other revenues in the accompanying consolidated statement of operations. This
lease terminated upon the sale of the related real estate.

Note 5 - Cash Equivalents and Restricted Cash

Cash equivalents at 315t December, 2003 and 2002 included reverse repurchase agreements (federal
government securities purchased under agreements to resell those securities) under which we had
not taken delivery of the underlying securities and investments in a maney market fund that invests
exclusively in U.S. Treasury obligations. At 31st December, 2003, we held reverse repurchase
agreements of US$17.2 million, all of which matured in the first week of January, 2004.
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At 31st December, 2003 and 2002, restricted cash included US$1.0 million of a certificate of deposit
held as security on a bank credit facility and US$0.4 million of customer deposits related to the sale
of home sites at Ocean Club Estates. At 31st December, 2002, restricted cash also included
US$3.3 million on deposit in the Isle of Man related to our internet gaming operation which became
unrestricted during the first quarter of 2003 in connection with the discontinuation of the
operations of Kerzner Interactive.

Note 6 - Trade Receivables, net

The Company extends credit to approved casino customers. These receivables are the principal
financial instruments that potentially subject the Company to concentration of credit risk. The
Company maintains an allowance for doubtful accounts to reduce the receivables to their
estimated collectible amount, which approximates fair value. The collectibility of foreign and
domestic receivables could be affected by future business or economic conditions or other
significant events in the United States or in the countries in which foreign customers reside.

Components of trade receivables, net were as follows:

. 31st December,
in thousands of US dollars 2003 2002

GAMING .« - v vt e et e e e e $ 19,224 § 18,857
Less: allowance for doubtfulaccounts . ...... ... i, (5,586) {(6,751)
13,638 12,106

Hotel and related . .. .. . i i e i e e 17,806 20,766-
16 X4 2 Y= 9,006 12,559
) 26,812 33,325

Less: allowance for doubtful accounts .. ... ... i i i (2,053) (2,317)

24,759 31,008
$ 38397 $ 43,114

Bad debt expense was US$1.3 million, US$3.2 million and US$6.4 million for the years ended
31st December, 2003, 2002 and 2001, respectively.

Note 7 - Prepaid Expenses and Other Assets
Components of prepaid expenses and other assets were as follows:

. 31st December,
in thousands of US dollars 2003 2002

Prepaid windstorm and otherinsurance ....................... $ 8577 $ 7,963
 Prepaid rent-CUIeNt .. oottt i e e 1,551 1,246
Prepaid tour operator-related costs . . . .. ... . i e 1,808 925
18 11 3= Ot 3,424 4,178

§ 15360 $ 14,312

At 31st December, 2003, inciuded in other is a note receivable of US$0.6 million relating to a
compensation advance made to an employee which is due in April, 2004.
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Note 8 ~ Property and Equipment, net
Components of property and equipment, net were as follows:

31st December,

In thousands of US dollars 2003 2002
= 3T O $ 259,845 $ 221,693
Land improvements and utilities . .............. ... .. . 0, 228,460 225,005
Buildings and [easehold improvements ....................... 654,933 631,855
Furniture, machinery and eqQuipment. ... ....ivervneenen.n.. . 234,798 217,827
Construction in Progress . ....ovvin ittt i, 53,422 40,031

1,431,458 1,336,411
Less: accurulated depreciation . ... ...ooorer e . {277,458)  (224,036)

$1,154,004 $1,112,375

Depreciation expense was U5$55.8 million, US$55.5 million and US$51.0 million for the years ended
2003, 2002 and 2001, respectively.

On 29th October, 2003, we entered into an agreement to acquire the assets of Club Méditerranée
(Bahamas) Limited (Club Med) on Paradise Island for Us$38.5 million. The site is adjacent to Atlantis,
Paradise Island. The existing Club Med resort will be shut down and the land will be held for
potential future development. During the year ended 31st December, 2003, we paid
US$20.0 million in connection with the acquisition and the remaining balance to be paid of
US$18.5 million is included within accounts payable and accrued liabilities in the accompanying
consolidated balance sheet as of 31st December, 2003, US$15.0 million of which is secured by a
letter of credit. The remaining US$3.5 million represents a stamp tax of 10 per cent. of the purchase
price which is required to be paid upon the recording of the transaction in The Bahamas. In
connection with this acquisition, the Company obtained an option to purchase certain adjacent
land lots for an option price of US$5.0 million. The option term is for three years and expires on
29th October, 2006, The purchase price allocation has not been finalized as we are awaiting an
independent valuation of the assets acquired.

included within land is the cost basis of the land related to the Atlantic City Option, which was
US$40.0 million as of 31st December, 2003 and 2002.

Construction in progress as of 31st December, 2003 primarily included US$53.4 million of major
capital and other projects in development. Construction in progress at 31st December, 2002
primarily consisted of US$15.0 million of the repair and replacement of assets damaged during
Hurricane Michelle as well as US$25.0 million of capital and other projects in development.

Note 9 - Notes Receivable A

As of 31st December, 2002, notes receivable consisted primarily of US$15.0 million principal amount
of London Clubs International (LCl) senior notes that were purchased at 87.75 per cent. of the
principal amount. LCl’s senior notes bore interest at 7,74 per cent. per annum and were due in 2004,
As of 31st December, 2002, the balance of these notes was US$13.6 million and were classified as
held-to-maturity securities and, accordingly, the amortized cost was adjusted for accretion of the
discount to maturity. Such accretion is included in interest income in the accompanying
consolidated statements of operations.

During the year ended 31st December, 2003, the Company sold the LCl senior notes. In connection
with the sale, the Company received US$13.4 million and recorded a Joss of US$0.8 million which has
been included within other, net in the accompanying consolidated statements of operations.
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Note 10 - Deferred Charges and Other Assets, net
Components of deferred charges and other assets, net were as follows:

31st December,

In thousands of US daollars 2003 2002
Interest rate swap asset, net ........... e e e, $ 10505 $§ 19,574
Debtissuance costs, net ... ..o i e 9,561 11,113
Deposit and casino license for UK development projects .......... . 5,346 -
Deferred contract acquisition costs . ..., 2,115 214
Deferred compensation planinvestments .. .................... 1,744 141
Prepaid rent . .. ... e e 1,324 2,720
Employee notes receivable ... ...... ... . i 1,270 1,909
10 34 = O 1,791 627

$ 33656 ¢ 36,298

Interest rate swap asset is the fair value of these agreements as of 315t December, 2003 and 2002
and represents the amount we would have received had they been terminated on that date. See
Note 13 - Long-Term Debt - Derivative Financial Instruments for further discussion. The interest rate
swap asset is US$11.8 million as of 31st December, 2003. However, in connection with the
termination of US$25.0 million notional amount of one or our interest rate swap agreements in
September, 2003, we received US$1.4 million. This amount is classified as a contra asset in deferred
charges and other assets, net and is being accreted to interest expense over the term of the
underlying debt. The balance of the contra asset as of 31st December, 2003 is US$1.3 million. Debt
issuance costs, net relates to costs incurred in connection with our senior subordinated notes and
are amortized on a straight-line basis over the term of the underlying debt, which approximates the
effective interest method. The amortization of debt issuance costs included in interest expense was
US$1.2 million, US$1.9 million and US$4.2 million for the years ended 31st December, 2003, 2002
and 2001, respectively.

Deposit and casino license for UK development projects includes a US$4.0 million initial payment
made as consideration for the potential development of a ¢asino and hotel in the greater London
area which is subject to numerous conditions, including the enactment of appropriate gaming
legislation in the UK, and the granting of applicable gaming board, licensing, planning and council
permissions and a US$1.3 million payment related to the acquisition of a casino license in
Northampton, England. The US$4.0 million initial payment is refundable if the above conditions are
not met. ’

Deferred contract acquisition costs primarily relate to costs incurred in connection with the
development or pursuit of management contracts in connection with Atlantis, The Palm and
projects in the UK.

Deferred compensation plan investments relate to assets held in a rabbi trust for our deferred
compensation plan. See Note 17 ~ Employee Benefit Plans for further discussion.

Prepaid rent relates to the long-term portion of prepaid rent for our leased offices in Plantation,
Florida. The current portion is included in prepaid expenses and other assets.

Employee notes receivable as of 31st December, 2003 and 2002 includes US$0.8 million in both years
related to a secured housing loan and US$0.6 million as of 31st December, 2002 related to a
compensation advance made to an employee, which is being amortized through December 2004.
Additionally, amounts of US$0.4 million and US$0.5 million as of 31st December, 2003 and 2002,
respectively, relate to funds advanced to an employee for a secured housing loan, which is being
amortized through July, 2012,
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Note 11 - Accounts Payable and Accrued Liabilities
Components of accounts payable and accrued liabilities were as follows:

31st December

. In thousands of US doilars 2003 2002
Customer deposits and unearned revenues . .................... $ 38557 $ 37,227
Accrued payroll and related benefits ... ... ... ... oL 29,136 29,756
Accrued hotel-related costs and expenses . ........ .. oo 17,252 16,458
Note payable and accrued taxes related to Club Méditerranée’

(Bahamas) Limited .. ..o i i e i i i e e e 18,500 -
Tradepayables .. ..... ... ... .. i, [N 14,842 12,323:
Accrued gaming-related costs and expenses. . ... .. cvvvienenr e, 11,321 9,750
Accrued INterest . ...ttt i i e e e e 10,850 10,686
ACCTUEA TAXES & . . ittt e e e i e e 9,251 ©- 9,029
Accrued tour operator-related costs and expenses .. .............. 5,769 2,063
(6 V=T 16,755 18,432

$ 172,233 § 145,724

Note 12 — Other Long-Term Liabilities
Components of other long-term liabilities were as foliows:

31st December

in thousands of US dollars - 2003 2002
Fair value of the One&Only Palmilla guarantee .. ................ $ 2761 §$ -
Deferred rent Credit & ... o it e e e e e 2,269 2,549
Deferred compensation obligation ......... ... .. ... ... . ..... 1,800 148
Other . . e e 460 -

$§ 7,290 § 2,697

The deferred rent credits relates to a building lease entered into during 2002 for our office in
Plantation, Florida. For more information on the fair value of the One&Only Palmilla guarantee see
Note 23 - Commitments and Contingencies. For more information on the deferred compensation
obligation see Note 17 - Employee Benefits Plans.

Note 13 - Long-Term Debt
Long-term debt consisted of the following:

31st December

in thousands of US dolfars 2003 2002
Amended Revolving Credit Facility (@) . ...... ... .o i oL, $ - $ 72,000
$400 million 8%4% Senior Subordinated Notes due 2011 ("8%% Senior
Subordinated Notes”) (bB) .. ... oo it i i i i e, 417,090 425,300
14 01T N 434 731
417,524 498,031
Less: amounts due withinoneyear . ....... ... ... .. ..ot {304) (275)

$ 417,220 § 497,756

(a) Amended 'Revolving Credit Facility

On 13th November, 2001, Kerzner entered into an amended revolving credit facility (the Amended
Revolving Credit Facility) with a syndicate of banks (the Lenders), with Canadian Imperial Bank of
Commerce (CIBC) acting as administrative agent. The borrowings then outstanding under the
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previous revolving credit facility were paid in full. Under the Amended Revolving Credit Facility, the
maximum amount of borrowings that may be outstanding is US$300.0 million, subject to the
borrowing base discussed below. As of 31st December, 2003, there is a permanent reduction to our
US$300.0 million of cutstanding commitments in the amount of US$46.5 million related to the local
project financing at the One&Only Palmilia. See Note 23 -~ Commitment and Contingencies for
further discussion regarding the One&Only Palmilla guarantee. The Lenders have agreed that up to
an additional US$50.0 million of borrowings may be available under the facility in certain
circumstances. : S

Loans under the Amended Revolving Credit Facility bear interest at (i) the higher of {a) CIBC's base
rate or (b} the Federal Funds rate plus %2 of one percent, in either case plus an additional .25 per
cent. to 1.75 per cent. based on a debt to earnings ratio during the period, as defined (the Leverage
Ratio) or (ii) LIBOR plus 1.25 per cent. to 2.75 per cent. based on the Leverage Ratio. After each
drawdown on the Amended Revolving Credit Facility, interest is due every three months for the first
six months and is due monthly thereafter. At 31st December, 2003 and 2002, the weighted average
interest rate on amounts outstanding under the Amended Revolving Credit Facility, excluding
ongoing commitment, agency and letter of credit fees related to the maintenance of the facility,
were 3.50 per cent. and 3.60 per cent., respectively. Loans under the Amended Revolving Credit
Facility may be prepaid and re-borrowed at any time and are due in full in November, 2006.
Commitment fees are calculated at per annum rates ranging from 0.25 per cent. to 0.50 per cent,,
based on the Leverage Ratio, applied to the undrawn amount of the Amended Revolving Credit
Facility and are payable guarterly.

The Amended Revolving Credit Facility contains affirmative and restrictive covenants which, among
other things: (a) require periodic financial reporting, (b) require meeting certain financial amounts
and ratio tests, (c) restrict the payment of dividends, (d) limit the incurrence of indebtedness and
(e) limit asset expenditures and dispositions outside the ordinary course of business. As of December
31, 2003, management believes the Company is in compliance with all of such covenants.

Third Amendment dated May 15, 2003 to the Amended Revolving Credit Facility

On 15th May, 2003, we entered into a Third Amendment to the Amended Revolving Credit Facility
{the Third Amendment). The Third Amendment was entered into in order to, among other things,
calculate borrowings available under the Amended Revolving Credit Facility using a borrowing
base calculation, such that we can draw the lesser of the borrowing base or the commitment
amount. The borrowing base is generally the sum of: (i) the amount of “all risks” insurance
maintained from time to time on the Bahamas Property, as defined, and on the buildings situated
thereon; (i} the value of undeveloped land owned by the Company under the Amended Revolving
Credit Facility on Paradise Island, which for purposes thereof is deemed to be US$150.0 million;
(iii)) the cost basis of the Company’s investment in luxury resort hotels (defined to include the
One&Only Palmilla Resort and any luxury resort properties in which the Company makes an
investment after 1st January, 2003 that enables the Company to control management of such
properties); (iv) the product of six times the consolidated EBITDA, as defined, attributable to the
Company's management contracts and the Company’s share of income of those under One&Only
{Indian Dcean) Management Limited and their significant subsidiaries; and (v) the estimatad net
present value of the payments due to the Company pursuant to the Relinguishment Agreement,
which for purposes thereof is deemed to be US$185.0 million.

As of 31st December, 2003, the Company had U$$237.0 million of borrowings available under the
Amended Revolving Credit Facility.

(b) Issuances of 8% per cent. Senior Subordinated Notes

In August, 2001, we issued U5$200.0 million principal amount of 8% per cent. Senior Subordinated
Notes due 2011 (the 8% per cent. Senior Subordinated Notes), which, after costs of US$6.0 million,
resulted in net proceeds of approximately U5$194.0 million. All of the proceeds received from the
issuance of the 8% per cent. Senior Subordinated Notes were used 1o repay amounts outstanding
under the Amended Revolving Credit Facility. In May, 2002, we issued, at 103 per cent, an
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additional U$$200.0 million of 8% per cent. Senior Subordinated Notes and used the proceeds of
approximately US$201.5 million, net of related costs of US$4.5 million, to repay the 9 per cent.
Senior Subordinated Notes pursuant to the redemption of such notes described below.

In connection with the issuance of the U5$200.0 million 8% per cent. Senior Subordinated Notes
issued in May, 2002 and August, 2001 and modifications of the Amended Revolving Credit Facility
the Company paid US$0.1 million, US$4.7 million and US$8.8 million, respectively, of debt issuance
and modification costs during the years ended 31st December, 2003, 2002, and 2001. These costs,
net of accumulated amortization, are included in deferred charges and other assets, net in the
accompanying consolidated balance sheets.

The 8% per cent. Senior Subordinated Notes are ali unconditionally guaranteed by substantially all
of our wholly owned subsidiaries. Interest cn each series of the notes is paid semi-annually on
15th February and 15th August. The indenture for the 8% per cent. Senior Subordinated Notes
contains various restrictive covenants, including limitations on the ability of the issuers and the
guarantors to, among other things: (2) incur additional indebtedness, (b} incur certain liens,
{c) engage in certain transactions with affiliates and (d) pay dividends and make certain other
payments. We believe we are in compliance with all such covenants as of 31st December, 2003,

All of our outstanding 87: per cent. Senior Subordinated Notes rankpari passu with each other and
are all subordinated to the Amended Revolving Credit Facility.

Redemption of 9 per cent. Senfor Subordinated Notes

©On 8th May, 2002, we commenced a cash tender offer to purchase any and ali of our outstanding
9 per cent. Senior Subordinated Notes. At the expiraticn time, a total of approximately
US$177.5 million of the outstanding US$200.0 million aggregate principal amount of the notes
were tendered and accepted for purchase in the tender offer. On 15t June, 2002, we redeemed, in
accordance with the terms of the indenture governing the notes, all of the 8 per cent. Senior
Subordinated Notes that remained outstanding at the time, at the applicable redemption price of
US$1,045 per US$1,000 of principal amount thereof, plus interest accrued to the redemption date.
We used the proceeds from the issuance of the US$200.0 million of 8% per cent. Senior
Subordinated Notes on 20th May, 2002 to retire the outstanding 9 per cent. Senior Subordinated
Notes pursuant to the tender offer and redemption.

See Note 21 - Loss on Early Extinguishment of Debt for disclosure of the related loss incurred in
connection with the redemption of our 9 per cent. Senior Subordinated Notes.

Issuance and Redemption of 8% per cent. Senior Subordinated Notes

On 15th December, 1997, we issued US$100.0 million principal amount of 8% per cent. senior
subordinated notes due 2007 (8% Senior Subordinated Notes). On 27th November, 2002, we called
for the redemption of the entire outstanding principal amount of our 8% per cent. Senior
Subordinated Notes pursuant to the terms of the indenture governing these Notes. We had
purchased US$25.8 million of the 8% per cent. Senior Subordinated Notes through transactions on
the open market. On 27th December, 2002, we redeemed the remaining US$74.2 million aggregate
principal amount outstanding at the redemption price of 104.313 per cent., or U5$1,043.13 for each
US$1,000.00 of principal amount outstanding, plus accrued interest, with available cash and
borrowings under the Amended Revolving Credit Facility.

See Note 21 - Loss on Early Extinguishment of Debt for disclosure of the related loss incurred in
connection with our redemption of the 8% per cent. Senior Subordinated Notes.

Derivative Financial Instruments
Interest Rate Risk Management

We attempt to limit our exposure to interest rate risk by managing our long-term fixed and variable
rate borrowings. In August and December, 2001, we entered into fixed-to-variable rate interest
rate swap agreements (the Swap Agreements) designated as fair value hedges of US$200 million
principal amount of our 8% per cent. Senior Subordinated Notes. These Swap Agreements qualify
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for the “shortcut” method of accounting pravided under SFAS 133, which allows for the assumption
of no ineffectiveness in our hedging relationship. Accordingly, there is no income statement impact
from changes in the fair value of the Swap Agreements. instead, the changes in the fair value of the
Swap Agreements are recorded as an asset or liability on the accompanying consolidated balance
sheet with an offsetting adjustment to the carrying value of the related debt.

In September, 2003, we cancelled US$25.0 million notional amount of our then U$$200.0 million of
interest rate swaps on our 8% per cent. Senior Subordinated Notes. We received US$1.4 million
from this cancellation, which is being accreted to interest expense over the term of the underlying
debt.

Included in deferred charges and other assets, net in the accompanying consolidated balance sheets
at 31st December, 2003 and 2002 is US$11.8 million and US$19.6 million, respectively, representing
the fair value of the Swap Agreements as of that date. This represents the amount we would have
received had the Swap Agreements been terminated on that date. This resulted in a corresponding
_ increase to the carrying value of our 8% per cent. Senior Subordinated Notes. As of 31st December,
2003 and 2002, the aggregate notional principal amount of the Swap Agreements was
US$175.0 million and US$200.0 million, respectively, and they mature in August, 2011 concurrent
with the 8% per cent. Senior Subordinated Notes. For the year ended 31st December, 2003 and
2002, the weighted average variable rate on the Swap Agreements was 4.18 per cent. and 5.49 per
cent., respectively. .

As of 31st December, 2003 and 2002, after giving effect to the Swap Agreements, our fixed rate
borrowings represent approximately 56 per cent. and 42 per cent. and our variable rate borrowings
represent 44 per cent. and 58 per cent., respectively, of total borrowings.

During the first seven months of 2001, we were a party to variable-to-fixed rate interest rate swap
agreements {the Prior Swap Agreements) designated as cash flow hedges of our Amended
Revolving Credit Facility. In July, 2001, we terminated the Prior Swap Agreements, which were
scheduled to mature at the end of 2001. The costs of terminating these agreements early was
US$3.4 million and is included in interest expense in the accompanying 2001 consolidated
statement of operations.

Credit Exposure

We are exposed to credit-related losses in the event of non-performance by counterparties to our
‘Swap Agreements. We monitor the creditworthiness of the counterparties and presently do not
expect default by any of the counterparties. We do not obtain collateral in connection with our
derivative financial instruments.

Guarantees ‘
For a description of the Company's guarantees of certain debt of affiliated entities, see Note 23,

Overdraft Loan Facility

Pursuant to a letter of commitment dated 30th September, 1994, as amended, between us and The
Bank of Nova Scotia, we have a revolving overdraft loan facility (the Overdraft Fadility) in the
amount of Bahamian US$5.0 million which was equal to US$5.0 mitlion as of 31st December, 2003
and 2002, The Overdraft Facility, if utilized, would bear interest at The Bank of Nova Scotia's base
rate for Bahamian dollar loans plus 1.5 per cent. with repayment subject to annual review. The
Overdraft Facility is secured by substantially all of our Bahamian assets and ranks pari passu with the
Amended Revolving Credit Facility. This facility has never been utilized.
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~ Debt Maturity .

Aggregate annual maturities of long-term debt as of 31st December, 2003 for each of the next five
years and thereafter are as follows:

Year Ending 31st December,

2008 L e e e e e e e e e e e $ 304
2005 L e e e e e e e e e 130
2006 .. e e e e e e e e i -
2007 e e e e e e -
2008 L e e e e et e e -
Thereafter (... e e e e s 400,000
400,434

Debt premium . ... e e e e 5,251
Interest rate swap fairvalue adjustment. . ..., ... ... ... ... . i, 11,839
$ 417,524

Note 14 - Shareholders’ Equity
Our autharized, issued and outstanding shares were as follows:

31st December,

In thousands of US dollars ] 2003 2002
Ordinary Shares:
Parvalue pershare .......coiiititntniiiiareneneanns $ 0.001 $ 0.001
AUthOTIZed . .. e e e e e 250,000 250,000
Issued and outstanding(l) ......... .. i e, 37,356 35,197
TreasuUny SHIAIES .. 0t v et it et ettt e e e 7,072 7,072
Preference Shares:
Parvaluepershare .......... .. ... . $ 0001 $ 0.001
AUthorized ... . i e e e e e 100,000 100,000
Issued andoutstanding . ... ... . e e e e - -

(1) includes treasury shares.

Note 15 — Stock-Based Compensation
Stock Options

Our shareholders approved stock option plans in 1995 (the 1995 Plan), 1997 (the 1997 Plan) and in
2000 (the 2000 Plan, and collectively the Plans) that provide for the issuance of options to acquire
an aggregate of 7,500,000 ordinary shares. Pursuant to the Plans, the option prices are equal to the
market value per share of the ordinary shares on the date of the grant. The 1995 Plan provided for
the options to become exercisable, unless otherwise specified by the Board of Directors and subject
to certain acceleration and termination provisions, after two years from the date of grant in respect
of 20 per cent. of such options, and thereafter in installments of 20 per cent. per year over a
four-year period. The 1997 Plan provides for the same vesting schedule except that the vesting
period begins one year after the grant date. The 2000 Plan provides for the vesting period to begin
one year after the grant date in respect of one third of such options, and thereafter in installments
of one third per year over the remaining two-year period. Options granted under the Plans have a
term of 10 years from the date of grant. The Plans provide for options with respect to ordinary
shares to be granted to our directors, officers and employees.

Our Board of Directors approved a stock option plan in December, 2003 (the 2003 Plan) that
provides for the issuance of options and restricted share awards to acquire an aggregate of
3,000,000 ordinary shares. Pursuant to the 2003 Plan, the prices are equal to the market values per
share of the ordinary shares on the date of grant, unless otherwise specificaliy provided by the
compensation committee. Unless otherwise specified by the compensation committee, options and
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restricted shares shall become vested and exercisable in instaliments of 25 per cent. over a four-year
period. Options and restricted shares granted under the 2003 plan have a term of seven years from
the date of grant. The 2003 Plan provides for options with respect to ordinary shares to be granted
to our directors, officers, employees and consultants of the Company. During December, 2003, the
Company issued 72,600 shares of restricted shares under the 2003 Plan to certain employees and
officers. The stock vesting period ranges from three to four years on either a graduated or cliff
vesting basis provided that the recipient is still with the Company. The aggregate market value of
the restricted shares at the date of issuance of US$2.6 million has been recorded as deferred
compensation, as a separate component of shareholders’ equity, and is being amortized over the
applicable vesting period.

Our stock option plans provide for the issuance of options to acquire an aggregate of 10,500,000 of
our ordinary shares. As of 31st December, 2003, options pursuant to these plans had been granted
at exercise prices ranging from US5$11.69 to US$41.63. As of 31st December, 2003, options to acquire
5,059,000 ordinary shares were outstanding, of which 2,266,000 were exercisable as of that date. Of
the 1,796,000 stock options granted during 2003, 1,760,000 were granted during December, 2003.
Ali of the options under the 1895 Plan, the 1997 Plan and the 2000 Plan have been granted as of
31st December, 2003.

A summary of our stock option activity for 2003, 2002 and 2001 is as follows (options in thousands,
except per share data):

31st December,

2003 2002 2001
Weighted Weighted Weighted
Average Average Average
in thousands of US Exercise ~ Exercise Exercise
daollars except per’ Price Per Price Per Price Per
share data Shares Share Shares Share Shares Share
Outstanding at
beginning of year . 5347 § 2154 5742 § 2514 6,017 § 24.59
Granted ......... 1,796 36.40 1,659 21.17 665 25.22
Exercised ........ {2,074) 18,81 (776} 17.95 (556) 14,93
Terminated and
other ......... {10) - {1,278) 38.14 {384) 29,35
Qutstanding at end
-~ofyear ........ 5,059 27.91 5,347 21.54 5,742 25.14
Exercisable at end
ofyear ........ 2,266 22.95 3,160 21.49 2,965 26.35
Available for grant . 1,179 35 239
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The weighted average exercise price and weighted average contractual life of stock options
outstanding and exercisable at 31st December, 2003 is as follows (options in thousands except per
share data): ’

Qutstanding Exercisable

Weighted . Weighted Average  Weighted

Average Average Exercise Average

Exercise  Remaining Price Per  Remaining

Range of Exercise Price Per  Contractual Share Contractual
Prices Shares Share Life Shares  Weighted Life
$11.69-§19.99 . . .. 961 § 18.41 6.8 931 & 1836 6.4
$20.00-$29.99 .. .. 1,876 22.65 8.2 884 21.34 84
$30.00-$39.99 . ... 2,181 36.36 8.7 410 34.99 3.4
$40.00-41.63 . . .. 41 41.63 4.9 41 41.63 49

5059 § 27.91 8.1 2,266 $§ 2295 6.6

Stock Option Tender Offer

On 7th May, 2002, our Board of Directors resolved, under certain conditions, to make available to
employees and directors holding options with an exercise price higher than U5$32.00 per share, an
offer to surrender all or some of the options granted to them under the Plans. In exchange, such
employees and directors would have the possibility, under certain conditions, to be granted new
options giving the right to subscribe for 75 per-cent. of the number of shares as the surrendered
options. The exercise price for the new options would be the fair market value of the ordinary
shares on the new grant date, which would be no sooner than six months and one day after the
cancellation date of the old options, subject to the conditions set forth in the tender offer
documents filed with the Securities and Exchange Commission on 27th May, 2002, the
commencement date of the offer period. The offer to option holders under the exchange program
expired on 26th June, 2002. The 1,227,600 eligible options that were properly submitted for
exchange were accepted and cancelled effective 26th June, 2002. Such options represent
substantially all those that were eligible for exchange. We granted 920,700 new options, which
have similar terms to the cancelled options, in exchange for the cancelled options on
26th December, 2002, at a price of US$20.07.

Note 16 - Related Party Transactions

In the normal course of business, we undertake transactions with a number of unconsolidated
affiliated companies. Certain of our subsidiaries provide construction funding, project consulting,
operating advances and management services to such affiliates. Due from affiliates, management,
development and other fees, and TCA development and other fees consisted of the following:

31st December, For the year ended 31st December,

In thousands of US dollars 2003 2002 2003 2002 2001
Harborside at Atlantis . ....... $ 17391 ¢ 27686 $ 1,87 $ 1579 $ 1,407
Trading Cove Associates . ... ... 227 6,456 1,755 1,326 2,873
One&Only Kanuhura ......... 4,807 5,208 787 383 38
Mauritius Resorts . . . ......... 6,394 5,164 7,619 7,074 6,841
One&Only Royal Mirage ...... 958 389 1,293 1,232 1,124
Kaafu Atoll ................ 16,360 313 394 - -
One&Only Paimilla Resort .. ... 2,654 175 1,482 128 -
48,791 45,392 15,177 11,722 12,283

Less: amounts due within one .
YRAE L e (13,949) (21,013) - - -

$ 34842 $ 24379 $ 15177 § 11,722 $ 12,283
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Harborside at Atlantis

In 2000, we entered into a series of promissory notes with Harborside at Atlantis to fund 50 per
cent. of the construction cost of the timeshare units on Paradise Island in The Bahamas. The balance
of these notes was US$15.0 million and US$19.5 million at 31st December, 2003 and 2002,
respectively. These promissory notes are due on 31st December, 2005. We earn interest on these
advances at a rate equal to one-month LIBOR plus 250 basis points, which was 3.62 per cent. at
31st December, 2003. Interest due from Harborside at Atlantis on these advances was US$0.1 miilion
and US$0.8 million for the years ended 31st December, 2003 and 2002, respectively. The loans were

‘made simultaneously with loans from Starwood, which mirror the amounts, terms and conditions

of our loans. Our loans and the Starwocd loans are par/ passu with respect to payments of principal
and accrued interest and such payments will be made in cash, as it is available from the sale of
timeshare units.

Harborside at Atlantis was closed at the end of August, 2002 in order to repair significant damage
resulting from adverse weather primarily due to Hurricane Michelle. Repairs at Harborside at
Atlantis were completed during December, 2002 which is when the resort reopened. Amounts due
from Harborside at Atlantis as of 31st December, 2002 include U5$2.9 million representing the fair

- value of services provided by Atlantis, Paradise Island to the timeshare owners of Harborside at

Atlantis while Harborside at Atlantis was undergoing construction remediation work and is
included within 2002 rooms and food and beverage revenue in the accompanying consolidated
statements of operations. As of 315t December, 2003, this amount was paid in full by Harborside at
Atlantis.

We provide marketing, administrative and development services to Harborside at Atlantis from
which we earned fees of US$1.8 million, US$1.6 million, and US$1.4 million for the years ended
31st December, 2003, 2002 and 2001, respectively. The amount due from Harborside at Atlantis,
related to these services was US$1.8 million and U5$3.5 million as of 31st December, 2003 and 2002,
respectively.

Trading Cove Associates

We recorded development and other fees from TCA of US$1.8 million, US$1.3 million and
US$2.9 million for the years ended 31st December, 2003, 2002 and 2001, respectively.

Mauritius Resorts

We have long-term management contracts with each of five hotels in Mauritius that are owned by
SRL: the One&0Only Le Saint Géran, the One&Only Le Touessrok, La Pirogue, Le Coco Beach and
Sugar Beach. The term of each of these management agreements was extended from 2008 until
2023 in December, 2002 when we entered into an agreement with SRL to form One&Only
Management for the purpose of, ameng other things, managing the five properties owned by SRL
in Mauritius and the One&Only Kanuhura in the Maldives. Effective 1st January, 2003, SRL owns
20 per cent. of One&Only Management, and we own the remaining B0 per cent. Subject to certain
conditions, SRL's ownership interest will increase incrementally through 2009, for no consideration,
at which time it will own 50 per cent. of the new management company. Pursuant to a subcontract
with One&Only Management, we provide the comprehensive management services to the five
Mauritius resorts and receive a management fee <alculated as a percentage of revenues and
adjusted EBITDA, as defined. One&Only Management also is entitled to a marketing fee calculated
as a percentage of revenues, although it has subcontracted to us all marketing services and benefits
thereof with respect to the five Mauritius resorts. For the years ended 31st December, 2003, 2002,
and 2001, we have recognized US$7.4 million, US$5.6 million, and US$6.8 million, respectively,
related to these management agreements in Mauritius. Additionally, during 2002, we completed a
major redevelopment of the Cne&Only Le Touessrok for which the Company earned project fees of
US$0.2 million and US$1.5 million for the years ended 31st December, 2003 and 2002, respectively.

As of and for the year ended 31st December, 2003, we have consolidated One&Only Management,
with SRL's 20 per cent. interest reflected as minority interest in the accompanying consolidated
statement of operations and a minority interest liability reflected within accounts payable and
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accrued liabilities in the accompanying consolidated balance sheet. We signed an agreement with
SRL that provides for, among other things, the sale of 20 per cent. of our debt and equity interests in
the One&Only Kanuhura to SRL for which we received US$1.5 million. Following this sale, which
was effective 1st January, 2003, we now have a 20 per cent. equity interest in the One&Only
Kanuhura.

One&Only Kanuhura

As described above, One&Only Management provides management services to the One&Only
Kanuhura, a Maldives company. We previously owned a 25 per cent. equity interest until
31st December, 2002. Effective 1st January, 2003, we now own a 20 per cent. equity interest in the
One&Only Kanuhura. The terms of the management agreement run concurrent with the terms of a

lease between the One&Only Kanuhura and the government of the Republic of Maldives. That

lease expires in 2026 and is subject to extension,

During the years ended 31st December, 2002 and 2001, we advanced funds to the One&Only
Kanuhura in the amount of US$3.6 million, excluding accrued interest, which represented our share
of funding for operations. In February, 2004, we received a US$1.1 million repayment of advanced
funds from the One&Only Kanuhura, These advances are payable after satisfaction of certain
Kanuhura financial obligations which mature no earlier than December, 2007. These loans accrue
interest at a rate of LIBOR plus 600 basis points.

Fees for management services during the years ended 31st December, 2003 and 2002 and for the
period from 1st August, 2001 through 31st December, 2001 were US$0.8 million, US$0.4 million and
US$38,000, respectively, and are included in management, development and other fees in the
accompanying consolidated statements of operations.

One&Only Rayal Mirage

Fees for management services to the One&Only Royal Mirage during the years ended
31st December, 2003, 2002 and 2001 were U$$1.3 million, US$1.2 million, and US$1.1 million,
respectively, and are included in management, development and other fees in the accompanying
consolidated statements of operations.

Kaafu Atoll

As discussed in Note 23 - Commitments and Contingencies — Commitment with Reethi Rah Pvt. Ltd,,
. on 4th December, 2002, we entered into a senior subordinated credit agreement with Reethi Rah
Resort Pvt Ltd. and various other financial institutions (the Senior Lenders). The agreement, as
amended in 2003, obligates Kerzner to make completion loans {in an amount not to exceed
US$35.0 million) and operating loans (in an amount not to exceed U$$3.0 million per year, for a
four-year period). The purpose of the completion loans is to provide subordinated financing for the
building and developing of a new resort on Medhufinolhu, Kaafu Atoli, Republic of Maldives. The
loans will be subordinated to all other loans made to Reethi Rah Resort Pvi. Ltd. by the Senior
Lenders and will become immediately due and payable upon termination or cancellation of our
management agreement related to the property.

As of 31st Decernber, 2003, we had entered into a series of completion loans in the amount of
US$15.4 million, excluding accrued interest, which is included in due from affiliates-non-current in
the accompanying consolidated balance sheet. We earn LIBOR plus 500 basis points on these
completion loans.

As of 31st December, 2003 and 2002, other amounts incurred in connection with Kaafu Atoll of
US$1.0 million and US$0.3 million, respectively, represent primarily development costs that Kerzner
has incurred on behalf of the resort, which will be reimbursed after the opening of the resort.

One&Only Palmilla Resort

Fees for management services to the One&Only Paimilla Resort for both the year ended
31st December, 2003 and during the period from 12th September, 2002 (the date of acquisition)
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through 31st December, 2002 were US$0.1 million and are included in management, development
and other fees in the accompanying consolidated statements of operations.

In April, 2003, the One&Only Palmilla Resort commenced its expansion and redevelopment, which
was completed in February, 2004. In connection with the redevelopment, the Company earned
US$1.4 million of development fees for the year ended 31st December, 2003 which are included in
management, development and other fees in the accompanying consolidated statements of
operations.

As of 31st December, 2003 the US$2.7 million due from One&Only Palmilla Resort relates to
management services, development fees and other advances.

Office Lease

Effective February, 2002, we entered into a lease agreement with Tennyson Properties Limited,
whereby we are leasing office space in Buckinghamshire in the United Kingdom for a period of
15 years, The annual rent is approximately £205,000 (which is the equivalent of approximately
US$365,000 at 31st December, 2003} and is subject to increase every five years to the current fair
market value. Tennyson Properties Limited is owned by a family trust established by Solomon
Kerzner, chairman of the Company.

Note 17 - Employee Benefit Plans

Certain of our subsidiaries participate in a defined contribution plan covering substantially aill of
their full-time employees. We make contributions to this plan based on a percentage of eligible
employee contributions. Total expenses for this plan were US$$267,000, US$185,000, and
US$446,000 for the years ended 31st December, 2003, 2002 and 2001, respectively. The period from
1st January, 2001 to 24th April, 2001 included plan expenses of Resorts Atlantic City.

In addition to the plan described above, union and certain other employees of our subsidiaries in
The Bahamas, and formerly Resorts Atlantic City, are covered by muiti-employer defined benefit
pension plans to which employers make contributions. In connection with these plans, we expensed
contributions of US$7.0 million, US$6.7 million and US$6.4 million for the years ended
31st December, 2003, 2002 and 2001, respectively. .

in October, 2002, the Company established a deferred compensation plan (the Deferred
Compensation Plan) for the purpose of allowing certain management of the Company to defer a
portion of their compensation and accumulate earnings on a tax-deferred basis. The amount that is
elected to be deferred is withheld from the empioyee's compensation and remitted to the trustee
of the Deferred Compensation Plan. The trustee is responsible for utilizing such funds to purchase
certain investments, which are held in a rabbij trust.

The compensation withheld from management, together with investment income on the Deferred
Compensation Plan, is reflected as a deferred compensation obligation to participants and is
classified within other long-term liabilities in the accompanying consolidated balance sheet. The
related assets which are held in the rabbi trust are classified within deferred charges and other
assets in the accompanying consolidated balance sheet and are reported at cash surrender value
with the resulting change in cash surrender value included in the accompanying consolidated
statements of operations. At 31st December, 2003 and 2002, the balance of the liability and the
corresponding asset each totaled US$1.8 million. During the year ended 31st December, 2003, the
change in cash surrender value amounted to US$0.1 million and the change in fair value of the
obligation to participants resulted in a U5$0.2 million charge to corporate expense. During the
years ended 31st December, 2003 and 2002, the Deferred Compensation Plan did not have a
significant impact on our operating results.
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Note 18 - Restructuring Expense

Restructuring costs in 2001 were comprised of severance payments made to employees who were
terminated due to lower occupancy levels at Atlantis, Paradise Island subsequent to the terrorist
attacks on 11th September, 2001. By the end of 2002, all amounts related to the restructuring had
been paid.

There were a total of 278 employees terminated pursuant to the restructuring which included 57
administrative positions, 198 hotel employees and 23 employees on our development staff. Of the
total US$5.7 million expense recorded in 2001, 17 employees were not released and, accordingly,
the remaining US$4.7 million had been paid out to a total of 261 employees by the end of 2002. The
remaining balance of US$1.0 million was reversed in 2002 as fewer employees were released and
the amounts were settled for less than originally planned.

Note 19 - Investments in and Equity in Earnings (Lbsses) of Associated Companies
Components of investments in associated companies were as follows:

31st December, 2002

Ownership
In thousands of US dollars 2003 2002 interest
OnedOnly PalmillaResort ...............c.ovnn.. $ 38,757 $% 40,668 50%
Sun Resorts Limited (Mauritius Resorts) .............. 23,598 22,818 20.4%
Trading Cove AssoCiates . . ... ..o oo iicer et 14,427 8,947 50%
One&OnlyKanuhura . ... ..ttt 1,864 2,393 20%
Harborside at Atlantis . ........ ... ... . v 2,697 (632) 50%
Trading Cove New York . .......... .o .n. 1,758 1,682 50%
Other ..o i i i i e e e e s 51 - 50%

$ 83,152 §$ 75,886

Our proportionate share of earnings or losses from these entities is reflected in equity in earnings
{losses) of associated companies in the accompanying consolidated statements of operations,
except for equity earnings related to our investment in TCA, which are included in relinquishment
fees - equity earnings in TCA as a component of operating income in the accompanying
consolidated statements of operations based upon the nature and function of TCA as an entity
existing for the purpose of collecting fees and remitting such fees to its partners.

in the normal course of business, we undertake transactions with a number of unconsolidated
affiliated companies. See Note 16 - Related Party Transactions for further discussion.

One&Only Palmilla Resort

Effective 12th September, 2002, we acquired our 50% interest in the One&Only Palmilla Resort. The
following represents summarized information of the One&Only. Palmilla Resort as of
31st December, 2003 and 2002 and for the year ended 31st December, 2003 and the period from
12th September, 2002 through 31st December, 2002:

_ For the period from
For the year  12th September, 2002

ended through
in thousands of US dollars 31st December, 2003 31st December, 2002
REVENUGS o vt v vt e i it vttt e e i $ 9,521 % 5,467
Less fromoperations . . .. ... ot (9,402) {449)
Loss beforeincometaxes. .. .....coovvivnnn.s (9,417) (443)
NEL oSS, oot i it e i e e e s {9,384) (287)

122



As of 31st December,

In thousands of US dollars 2003 2002
oY ¢ 1 - 11 -5 £ T $ 13,196 § 6,324
NON-CUrTeNt 355815 . . . . i it ittt e et e e e e e 145,406 78,171
Total @ssets ... vt i e e 158,602 85,495
Current Habilities . . ... oo it i i e e 12,768 4,587
Non-current liabilities . ... .. .. i i i i 85,382 -
Shareholders' equUItY .. ...ttt it 60,452 80,908

During the year ended 31st December, 2003 and for the period from 12th September, 2002 through
31st December, 2002, we have recognized approximately US$4.8 million and US$0.1 million,
respectively, in equity losses from associated companies in the accompanying consolidated
statements of operations, The equity loss for the year ended 31st December, 2003 includes
US$4.3 million of our 50 per cent. share of the pre-opening expenses associated with the
redevelopment of the One&Only Palmilla.

Mauritius Resorts ‘

Through 16th June, 2000, we owned a 22.8 per cent. interest in SRL, or Mauritius Resorts. Effective
16th June, 2000, SRL issued additional shares of stock under a rights issue in which we did not
participate, effectively reducing our ownership interest to 20.4 per cent. The following represents
summarized financial information of SRL as of 31st December, 2003 and 2002 and for the years
ended 31st December, 2003, 2002 and 2001 (converted to US dollars at the appropriate exchange
rate).

For the Year Ended 31st December,

In thousands of US dollars 2003 2002 2001
REVEIMUES &+ 4 vttt e et et et ettt et e $ 102,264 $ 78,058 § 93,398
Income fromoperations. . .........o i 27,071 19,448 25,277
income before income taxes. . . ....o v vt i 17,837 14,331 20,136
Net INCOME . ... i it it et i e e e et e 10,941 8,510 17,482

As of 315t Deéember,

In thousands of US dollars 2003 2002
CUITENE 5585 . . . vttt et et e e e e $ 2455 ¢ 23,971
NON-CUment 355815 . . ... i ittt e e e e e e 310,171 269,411
TOtal 85505 . . .ttt i e e e e 334,727 293,382
Current Habilities . ... i i e e 49,351 52,186
Non-current Habilities ... ..o ittt i i e e 136,016 99,739
Shareholders’ equity . ... .o iyt e e e 149,360 141,457

During the years ended 31st December, 2003, 2002 and 2001, we received dividends from SRL of
US$1.5 million, U$$2.3 million and US$$2.9 million, respectively. We recognized U5$2.3 million,
Us$1.7 miliion and US$3.3 million of equity earnings from SRL during the years ended
31st December, 2003, 2002 and 2001, respectively.

Trading Cove Associates

Through a wholly owned subsidiary, we own a 50 per cent. interest in TCA and are a managing
partner along with Waterford Gaming L.L.C. TCA and the Mohegan Tribe have entered into the TCA
Development Agreement and the Relinquishment Agreement in connection with the Mohegan
Sun. :

Relinquishment fees represent our share of the net earnings from TCA pursuant to the
Relinguishment Agreement. In accordance with such agreement, TCA earns a fee, equal to 5 per
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cent, of gross revenues, as defined in the Relinquishment Agreement, generated by the Mohegan
Sun during the 15-year peried commencing on 1st January, 2000, including revenue generated by
the Mohegan Sun expansion. Revenues are defined in the Relinquishment Agreement as gross
gaming revenues (other than Class Il gaming revenue, i.e., bingo) and all other facility revenues,
Such revenue includes hotel revenues, food and beverage sales, parking revenues, ticket revenues
and other fees or receipts from the convention/events center in the Mohegan Sun expansion and alt
rental or other receipts from lessees, licensees and concessionaires operating in the facility, but not
the gross receipts of such lessees, licensees and concessionaires. Such revenues exclude revenues
generated by any other expansion.of the Mohegan Sun. The following represents summarized
information of TCA as of 31st December, 2003 and 2002 and for the years ended 31st December,
2003, 2002 and 2001. ‘

For the Year Ended 31st December,

In thousands of US dollars 2003 2002 2001
REVEIUES o o vt vttt e s s ettt e e e $ 69,798 § 59,066 $ 46,970
Total eXpenses . . ... e e 6,884 3,996 3,476
Interest and dividend income . .. ... .. .. ., [ 13 33
NetinCome .. .. it it e i i e e e 62,920 55,083 43,527

As of 315t December,

In thousands of US dollars 2003 2002
Current assets . ..... e e e e e e e $ 26,143 $ 24,502
TNOR-CUTTENT @SSBES o o v v e et et st e e e e e r s e e e e et ee e 2,440 2,665
1 LI T3-7=3 £ 28,583 27,167
Current liabilities . ... v i e e ey 1,071 10,521
Non-current liabilities .. ..o it i i e e e - -
Partners’ capital . ...... e e e e 27,512 16,646

Our equity in earnings from TCA totaled US$34.0 million, US$30.0 million and US$24.3 million for
the years ended 31st December, 2003, 2002 and 2001, respectively. Such amounts do not equal
50 per cent. of the reported net income of TCA, primarily as a result of a priority distribution.

One&Only Kanuhura

The following represents summarized financial information of the One&Only Kanuhura as of
31st December, 2003 and 2002 and for the years ended 31st December, 2003 and 2002 and for the
period from 1st August, 2001 through 31st December, 2001.

For the period from

For the year For the year 1st August, 2001

) ended ended through

In thousands of US dolfars 31st December, 2003 31st December, 2002 31st December, 2001
Revenues ............... $ 14,796 $ 10,595 $ 3,809
Income (loss) from operations 2,766 (421) (1,261)

Income (loss) before income
1aXeS .. i e 460 (2,633) (2,564)
Net income {loss) ......... 460 (2,633) (2,564)
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)

As of 31st December,

'In thousands of US dollars 2003 2002

CUITENT ASSET5 L o vttt it ittt et e $ 4,702 $ 3,372
NON-CUITeNt BS5B15 . . . oo vttt et i e e e e e 28,536 28,249
Total Assets . ..ot e e 33,238 31,621
Current liabilities. .. ........ ... . i e 4,966 6,165
Non-current liabilities ... ... e 29,874 28,596
-Shareholders' deficiency ..........cciiiiiii i {1,602) (3,140)

For the years ended 31st December, 2003 and 2002 and for the period from 1st August, 2001 (the
date of acquisition) through 31st December, 2001, we have recognized (US$0.1) million,
Us$0.7 million, and US$0.7 million, respectively, in equity earnings (losses) from the One&Only
Kanuhura. ‘

Harborside at Atlantis

Harborside at Atlantis constructs, sells and manages timeshare units on Paradise Island, The
Bahamas. Construction was completed in February 2001 and sales of timeshare units began in
May 2000, As of 315t December, 2003 and 2002, 89 per cent. and 64 per cent., respectively, of the
timeshare units were sold. The following represents summarized financial information of
Harborside at Atlantis as of and for the years ended 31st December, 2003, 2002 and 2001.

For the Year Ended 31st December,

In thousands of US dollars 2003 2002 2001
REVEMUGS . . v ittt ettt e e e et e i $ 43,818 § 37411 § 35371
income (loss} from operations ..................... 6,136 {11,023) 1,372
Income (loss) before incometaxes .................. 6,659 (10,428) 1,372
Netincome (I055) . oo vvvneer vriinenn s, e $ 6,659 § (10428 $ 1,372

As of 31st December,

In thousands of US dollars 2003 2002
CUPPENE B558T8 o . . vt ittt i e e e $ 68,487 $ 97,469
TNON-CUITENE 855815 v v vttt i c i it e e e 22,955 9,255
TOtal @55015 . . . .t i e e e e s 91,442 106,724
Current fiabilities ..... ..o i i i 48,739 99,356
Non-current Habilities . .. ... oo i i e e 30,040 1,364
- Shareholders' equity . ..ot et e $ 12663 $ 6,004

For the years ended 31st December, 2003, 2002 and 2001, we have recognized U5$3.3 million,
US$(5.2) million, and US$0.5 mitlion, respectively in equity earnings (losses) from Harborside at
Atlantis. Inciuded within eguity in earnings (losses) from Harborside at Atlantis for the years ended
31st December, 2003 and 2002 are US$1.8 million and US$6.9 million, respectively, of charges which
represent our share of construction remediation costs. The remediation costs for the year ended
31st December, 2003 have been reduced by the amount of insurance recovery realized by
Harborside at Atlantis related 1o the settlement of the remediation claim of U$$3.0 million, our
portion of which is US$1.5 million.

Trading Cove New York
Through a wholly owned subsidiary, we own a 50 per cent. interest in, and are a managing member

of, TCNY, along with Waterford Development New York, LLC. The following represents summarized

information of TCNY as of 31st December, 2003 and 2002 and for the years ended 31st December,
2003, 2002 and 2001.
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The Company increased its equity in losses of TCNY by expensing certain costs that TCNY capitalized
due to the Company's evaluation of the uncertainty of the recoverability of such costs.

For the Year Ended 31st December,

In thousands of US dollars 2003 2002 2001
Total revenues and otherincome .. .........covvnnnn, $ 1 % 11 4 13
Total eXpenses . .. i v it i e s 7 6 15
Netincome (Ioss) .. ...ttt i $ {6) $ 5 % (2)

As of 31st December,

In thousands of US dollars 2003 2002
CUITENE B55EES + v v v vt vt et et et e e e e e $ 295 § 436
NOn-cUIrent @55ET5 . .. it it ir i ittt it i it e 9,798 7.353
Total BS80S . . oo e e e e e e 10,093 7,789
Current liabilities ... vt i e e e e 147 137
Non-current liabifities .. ... o vt i i e e - -
MEMbDErS EOUIY . o o ot vttt e e e e e $ 9946 § 7,652

During the years ended 31ist December, 2003, 2002 and 2001 we recognized US$1.1 million,
US$1.0 million and US$$0.9 million, respectively, of equity losses in TCNY.

Note 20 - Gain on Settlement of Territorial and Other Disputes
Majority Shareholder Reorganization

In July, 2001, we announced the restructuring of our then majority shareholder, Sun International
Investments Limited (S1iL), and the resolution of certain matters, including a territorial dispute, with
SHL and certain of its shareholders (collectively the Reorganization). At the time of the
Reorganization, SHiL and its shareholders beneficially owned approximately 67 per cent. of our
issued and outstanding ordinary shares (the Ordinary Shares). SIiL was itself owned In equal thirds
by Kersaf Investments Limited (Kersaf), Caledonia Investments PLC and World Leisure Group
Limited, a company controlled by a Kerzner family trust. SiiL previously was governed by a
shareholders’ agreement pursuant to which all major decisions of SliL required the unanimous
consent of its shareholders. In connection with the Reorganization, among other things, SlL was
dissolved and the shareholders’ agreement governing SIIL was terminated. Accordingly, SllL's
shareholders obtained direct ownership of their Ordinary Shares. In addition, SIiL's shareholders
agreed to certain standstill provisions in effect through June, 2006, pursuant to which each of them
would refrain from proposing or consummating certain extraordinary corporate transactions
involving the Company, including any merger or the sale of substantially all of our assets.

Pursuant to a registration rights and governance agreement executed in connection with the
Reorganization, we granted certain registration rights to Sill’s shareholders in respect of the
ordinary shares held by them, in part in order to facilitate the required sale of at least 2,000,000 of
Kersaf's Ordinary Shares in a registered public offering, which requirement was satisfied on
12th December, 2002, We agreed that, after a transition period not to exceed one year from
30th June, 2001, we would cease, and we have ceased, using the names Sun and Sun International.
In connection with the Reorganization, Kersaf agreed to pay us US$15.5 million. This was settled by
a one-time cash payment of US$3.5 million and the issuance of a 5-year, US$12.0 million note,
bearing interest at 9 per cent. per annum. In December, 2001, the principal amount of the note and
accrued interest thereon was repaid in full. Of this amount, we recognized a US$1.5 million and
US$5.1 million net gain on the settlement of this territorial dispute during the years ended
31st December, 2003 and 2002, respectively.
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Subsequent Disputes and Settlement with Kersaf Investments Limited

As part of the Reorganization, the Company and Kersaf agreed to restructure certain agreements
which included, among other things, an cbligation for Kersaf to sell at least 2,000,000 shares of the
Company’s shares in a registered public offering, certain non-compete agreements, the
continuation of an obligation of Kersaf to pay Kerzner an annual payment of approximately
U5$3.3 million (the Contribution Payment), and an agreement pursuant to which Kerzner was
granted an interest in a proposed project in Port Ghalib, Egypt (the Egypt Project). In October, 2001,
the Company filed a lawsuit against Kersaf and certain related entities in New York alleging, among
other things, that Kersaf had breached its non-compete obligation. Kersaf and the Company
executed a settlement agreement that resolved all of these outstanding matters on 1st November,
2002.

According to the settlement agreement, among other things, (i) Kersaf was obligated, and on
18th December, 2002 satisfied this obligation, to sell at least 2,000,000 shares in a registered public
offering; (ii) Kersaf's obligation to make the Contribution Payment was terminated effective
1st December, 2002 and; (iii) Kersaf paid us US$32,1 million in December, 2002. Of this amount,
US$18.0 million and US$$21.3 million (which represents the future payments that were to be
received over the original term of the underlying Mauritius management contracts) is classified as
deferred revenue as of 31st December, 2003 and 2002, respectively. The long-term portion of
US$14.6 million and US$18.0 million as of 31st December, 2003 and 2002, respectively, is included
within deferred revenue and the current portion of U5$3.4 million and U$$3.3 miilion is included in
accounts payable and accrued liabilities in the accompanying consolidated balance sheets. These
amounts will be recognized as other revenues over the term of the original underlying Mauritius
management contracts, which extended through December, 2008. The remaining amount of
US$$9.4 million, net of US$1.4 million of direct legal expenses, was recognized in the fourth quarter
of 2002 as an additional gain on settlement of territorial and other disputes. In exchange for this
settlement, we agreed to terminate all existing lawsuits related to Kersaf and have released all
parties from any related claims and we shall no longer have any interest in the Egypt Project.

Note 21 - Loss on Early Extinguishment of Debt

Pursuant to the adoption of the SFAS 145, we have reclassified the U$$20.5 million extraordinary
loss on early extinguishment of debt recognized during the year ended 31st December, 2002 in
connection with the Company’s refinancing of its long-term debt from an extraordinary loss to
other expense in the accompanying consolidated statement of operations. Of this amount,
US$14.6 million related to our repurchase and redemption of the entire outstanding balance of
US$200 million principal amount of our 9 per cent. Senior Subordinated Notes. The remaining
US$5.9 million related to the repurchase and redemption of our US$100 million principal amount of
8% per cent. Senior Subordinated Notes. This loss consisted of the premium paid on the repurchase
and redemption of the notes, the non-cash charge to write-off the balance of the related debt
jssuance costs, the remaining unamortized discount on the notes and other direct costs. The
applicable net income tax effect was insignificant.
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Note 22 - income Taxes

A significant portion of our operations are located in The Bahamas where there are no income
taxes. In 2003, 2002 and 2001, the income tax provisions relating to U.S. and other non-Bahamian
operations were as follows:

For the Year Ended 31st December,

in thousands of US dollars . 2003 2002 2001
Current;
Federal ... .. i i e $ 7917 % 5939 ¢ 3,502
SBEE . . i e e e e 3,393 2,341 1,462
FOreign ..o e 584 - -
11,894 8,280 - 4,964
Deferred:
2o 3 U (11,732) (8,184) (3,874)

$ 162 § 96 $ 1,090

The effective tax rate on income varies from the statutory U.S. federa! tax rate as a result of the
following factors:

For the Year Ended 31st December,

In thousands of US dolfars 2003 2002 2001
Statutory U.S. federal income taxrate ............... 35.0% 35.0% - 35.0%
Non-U.S-sourceincome . ... oo v ivi i innn, (25.4) (37.0) (29.2)
Statetax cost........ .. e 4.7 5.8 -
NOLs, extraordinary item and temporary differences for :

which a valuation allowance has been provided ... ... - 12.8 -
Reduction of valuation allowance relating to prior years’

operating loss utilized ............. ... ... ., (16.4) (20.4) (14.5)
Branch profit taxes and other taxes on U.5. services ... .. - - 8.8
Other ... .. it iann e 23 4.0 3.2
Effective 1ax rate . .. ... e it e 0.2% 0.2% 3.3%

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes.
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The components of the deferred tax assets and liabilities were as follows:

31st December,

in thousands of US dollars 2003 2002
Non-current deferred tax liabilities:
Basis differences on property andequipment .................. $ - 3 (561)
Total deferred tax liabilities . ...... ... .. . i - (561)
Non-current deferred tax assets:
NOL carryforwards . . .. ..ot ettt e e s 183,629 223,709
Basis differences on property and equipment . ................. 527 -
Basis differences on land held for investment, development or resale 3,961 4,104
Book reserves not yet deductible for tax return purposes . ........ 2,954 1,898
Tax credit carryforwards . .. .. ... L e 3,216 - 2,677
L0 4 2= 4,988 3,786
Total deferred tax assets . . ... . i i ittt it e e e e e 199,285 236,174
Valuation allowance for deferred taxassets . .........c.0vvunn. (188,812)  (229,494)
Deferred tax assets, net of valuationallowance . ............... 10,473 6,680
Non-current net deferred tax assets. . .. ..ot iii i i innnn. $ 10473 % 6,119

Realization of future tax benefits related to deferred tax assets is dependent on many factors,
including our ability to generate future taxable income. The valuation allowance is adjusted in the
period we determine it is more likely than not that deferred tax assets will.or will not be realized.
We considered these factors in reaching our conclusion to reduce the valuation allowance during
2003, 2002 and 2001 which resulted in a reduction to our provision for income taxes.

For federal income tax purposes, Kerzner Internaticnal North America, Inc. (KINA), one of our
wholly-owned subsidiaries, had net operating loss (NOL) carryforwards of approximately
Us4$524.7 million at 31st December, 2003, of which US$247.2 million are unrestricted as to use.
However, due to the change of ownership of KINA in 1996, US$277.5 million of these NOL
carryforwards (the Pre-Change NOLs) are limited in their availability to offset our future taxable
income. As a result of these limitations, approximately US$11.3 million of Pre-Change NOLs will
become available for use each year through the year 2008, with an additional US$7.7 million
becoming available in 2009. The remaining Pre-Change NOLs are expected to expire unutilized,
inciuding the U$$61.0 million of Pre-Change NOLS that expired in 2003.

Our restricted NOL carryforwards expire as follows: US$36.6 million in 2005, US$23.5 million in 2006,
and US$3.9 million in 2007. Our unrestricted NOLs expire as follows: US$26.7 million in 2007,
US$56.5 million in 2008, US5$8.0 million in 2011, US$57.0 million in 2012, US$32.4 million in 2018,
US$17.7 million in 2020 and US$48.2 miliion in 2021.

Note 23 - Commitments and Contingencies

Lease Obligations

We lease office space in numerous locations throughout the United States and Europe for sales and
marketing, public relations, tour operations and travel reservation services and other
administrative services. These offices support our operations in The Bahamas. In addition, we have
obligations under certain operating leases related to equipment acquired for our operations in The
Bahamas.
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Future minimum lease obligations under various non-cancelable operating leases with terms in
excess of one year at 31st December, 2003 are as follows {in thousands of US dollars):

Year Ending 31st December,

741 - $ 2,413
4 01 1,912
2008 L e e e e e e e e e e e 2,324
2007 . e e e e e e e e e 1,819
2008 Lt e e e e e e e e 1,748
B 1= 2=T=3 2= S 18,058

$ 28274

Casino License

The operations of casinos in The Bahamas are subject to regulatory controls. The operator must
obtain a casino license and the license must be periodically renewed and is subject to revocation at
any time,

Heads of Agreement

We have an agreement with the Bahamian government, which we refer to as the Heads of
Agreement, that governs our gaming taxes and fees in The Bahamas and provides us with certain
tax incentives to encourage us to further expand Atlantis, Paradise Island. On 26th May, 2003, we
restated the Heads of Agreement in anticipation of the Atlantis, Paradise 1sland Phase il expansion
as previously discussed in Note 1 - Organization and Basis of Presentation, The restated Heads of
Agreement for the year ended 31st December, 2003 maintains the basic casino tax and fee
structure, which was effective for the years ended 31st December, 2002 and 2001. Under this basic
casino tax and fee structure we paid an annual license fee of US$100,000 per thousand square feet
of casino space, a minimum annual casino win tax of US$4.3 miliicn on all gaming win up to
Us$20.0 million, a 12,5 per cent. win tax on gaming win between US$S$20.0 million and
US$120.0 million and a 10 per cent. gaming tax on all gaming win in excess of US$120.0 million. The
Company is entitled to a US$5.0 million reduction to the annual casino license fees and a 45 per
cent. credit against all win tax on gaming win between US$20.0 million and US$120.0 million. The
casino win tax and annual license fee is included in gaming costs and expenses in the accompanying
consolidated statements of operations and was US$11.5 million, US$12.2 million and
US$10.9 million for the years ended 31st December, 2003, 2002 and 2001, respectively.

In order to secure the tax incentives described in the preceding paragraph, we are obligated to
commence construction on aspects of Phase IlI-A by 31st December, 2003 and commence
construction on the balance of Phase [I{-A by 30th June, 2004, In the event that we do not proceed
with Phase 11I-B, there will be a proportionate scaling back of the casino fee and tax incentives.

As we commenced construction of Phase ill-A by 31st December, 2003 the basic tax and fee structure
was amended so that all gaming win in excess of U5$20.0 miilion is subject to win tax of 10 per cent.
and is effective for a period of 20 years after the earlier of the completion of the Phase Ill Expansion
or 31st December, 2007. In addition, the 45 per cent. credit against all win tax shall become 50 per
cent. against all win tax on gaming win over U$$20.0 million. However, the 50 per cent. credit will
not apply to gaming win in excess of US$175 miilion in any year through 2010 and US$200 million in
each succeeding year. These credits also apply from the commencement of constructicn of Phase
H-A in 2003, and shall extend for a period of 11 years from the Relevant Date, as defined.

The restated Heads of Agreement also provides for an extension of our joint marketing agreement
with the Bahamian government pursuant to which the Bahamian government agreed to match our
contribution, up to US$4.0 million annually, toward the direct costs related to staging certain
marketing events, public relations activities and the production and placement of advertisements in
all media to promote the destination and our Paradise Island properties, including the Phase Il
expansion. This joint marketing agreement will expire on 31st December, 2007.
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The Heads of Agreement also required that Sun International Investment Limited (SiIL) control a
majority of our board of directors until 30th June, 2004. As part of the restructuring of SIiL, we
entered into a governance agreement with the shareholders of SiIL that, among other things,
required us to submit to our shareholders an amendment to our articles of association that would
set the term of our existing directors to expire at our annual general meeting in 2004. At our annual
shareholders meeting in September, 2001, the amendment to our articles of association was
adopted and our existing directors were elected to terms expiring in 2004,

Guarantees

As of 31st December, 2003, the Company had executed various guarantees. As discussed in Note 3 ~
Summary of Significant Accounting Policies, the Company has adopted the disclosure provisions of
FIN 45 and has adopted the recognition and measurement provisions for any guarantees entered
into or modifications to existing guarantees after 31st December, 2002, With respect to the
Company's existing guarantee related to the One&DCnly Palmilla Resort, the fair value of
US$2.8 million has been estimated and recorded as of 31st December, 2003 for our US$46.5 miflion
guarantee entered into after 31st December, 2002 with the One&Only Palmilla Resort as discussed
below. The fair value of the guarantee is included in other long-term liabilities in the accompanying
consolidated 2003 balance sheet.

In connection with the One&Only Paimilla Resort operating agreement, we agreed that in the
event that the One&Only Palmilla Resort obtained third-party debt financing for its planned
redevelopment, we would guarantee certain amounts of such financing. The purpose of these
guarantees was 10 assist the One&Only Palmilla Resort in obtaining financing for its redevelopment
on commercially reasonable terms. On 1st August, 2003, the One&Only Palmilla Resort secured a
senior credit facility (the Senior Credit Facifity) in the amount of US$88.5 million, of which Kerzner
has guaranteed US$46.5 million. In 2003, we have recorded the fair value of these guarantees in
accordance with the provisions of FIN 45, We have agreed to provide these guarantees for a period
ending no later than the later of (i) the date of repayment at maturity of the underlying obligations
or {ii) three years from the date of the guarantee. As of 31st December, 2003, amounts outstanding
under the Senior Credit Facility totaled US$86.4 million. in addition, to the extent that One&Only
Palmilla incurs expenditures that we approve in excess of budgeted amounts and for which it is
otherwise unable to obtain third-party financing, we have agreed to make unsecured subordinated
loans to the One&Only Palmilla resort in the amount of such expenditures.

In connection with our purchase of a 25 per cent. initial equity interest in the One&Only Kanuhura,
we were required to guarantee certain of its obligations, totaling US$10.7 million to its other
shareholders.

We are not obligated under these guarantees unless the property’s senior bank debt agreement
prevents available cash flow from being distributed to the shareholders, nor until Kanuhura repays
certain senior debt owed to us. As of 315t December, 2003, the amount of senior debt owed to us
was US$3.6 million, excluding accrued interest. Our obligations under these guarantees expire
when the underlying obligations are repaid. Upon our having to satisfy these guarantees, we shall
be deemed to have made a loan to the One&Only Kanuhura on the same terms of the underlying
note that was satisfied.

Commitment with Reethi Rah Resort Pvt. Ltd.

On 4th December, 2002, we entered into a senior subordinated credit agreement with Reethi Rah

Resort Pvt Ltd and various other financial institutions (the Senior Lenders). The agreement
obligates Kerzner to make completion loans {in an amount not to exceed US$35.0 million) and
operating loans (in an amount not to exceed US$3.0 million per year, for a four-year period), The
purpose of the completion loans is to provide subordinated financing for the building and
developing of a new resort on Medhufinolhu, Kaafu Atoll, Republic of Maldives. The purpose of the
operating loans is to provide working capital on a standby basis to the new resort once it has
opened. Among other conditions, Kerzner is not obligated to make any compietion foan after the
resort has opened or until Reethi Rah Resort Pvt Ltd has borrowed a minimum of U$$20.0 million
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from the Senior Lenders. Kerzner is not obligated to make any operating loans unless, among other
conditions, the resort has opened for husiness to the general public. Once made, both the
completion loans and the operating loans will be subordinated to all other loans made to the
borrower by the Senior Lenders and will become immediately due and payable upon termination or
cancellation of our management agreement related to the property. As of 31st December, 2003 the
Campany had US$15.4 million of completion loans outstanding, excluding accrued interest, to the
resort.

As a condition to entering into the senior subordinated credit agreement, we obtained a personaf
guarantee from Mchamed Adil, an indirect holder of the majority of outstanding shares in Reethi
Rah Resort Pvt Ltd., pursuant to which Mr. Adil unconditionally guaranteed all of the payment and
performance obligations of Reethi Rah Resort Pvt Ltd. to Kerzner under the senior subordinated
credit agreement and certain other agreements relating to the resort. Reethi Rah Resort Pvt Ltd.
also granted us a security interest in substantially all of the assets that will comprise the new resort,
including a fong-term lease that Reethi Rah Resort Pvt Ltd. has obtained from the government of
the Maldives.

Atlantis, The Palm Commitment

in September, 2003, we entered into agreements to form a joint venture with Nakheel LLC, 2
government-owned entity (Nakheel), in Dubai to develop Atlantis, The Palm. The first phase of the
project will include a resort and an extensive water theme park situated on beachfront property.
Atlantis, The Palm will be located on The Palm, Jumeirah, a land reclamation project in Dubai. We
and Nakheel have each agreed to invest US$60 million in the form of equity financing to the
project, with the balance of the financing, which may include an equity component, expected to be
raised at the project level. As part of the transaction, Kerzner has agreed to enter into a
development services agreement and a long-term management agreement with the joint venture
company. The transaction remains subject to various closing conditions, including obtaining ali
requisite governmental consents and binding commitments for the necessary financing.

Executive and Employee Bonus Plans

In 1998, we created a bonus plan for certain of our executives that was payable based upon the
attainment of specified earnings per share, A portion of the bonus was payable in ordinary shares
that vested over a three-year period. The compensation expense related to the 1998 bonus plan
amounted to US$0, US$0 and US$0.6 million for the years ended 31st December, 2003, 2002 and
2001, respectively. During the year ended 31st December, 2002, 32,000 shares of restricted stock
were exercised. The bonus plan in effect for the years 2001 through 2002 does not provide for the
issuance of Ordinary Shares.

Effective for the years 2003, 2002 and 2003, we have a bonus plan whereby our employees,
including officars, will qualify for bonuses if we attain either certain levels of earnings or earnings
per share, and such bonuses are calculated as a percentage of each individual's salary. Such
percentage is based on, among other things, each employee's level of responsibility. Bonuses paid
to our officers under this bonus plan could reach a maximum of 80 per cent. of the respective
employee’s base salary. Bonuses ranging from 4 per cent. to 54 per cent. were granted in 2003 {o our
officers and employees. The compensation expense related to this bonus plan amounted to
Us$13.8 million, US$17.0 million and US$3.2 million for the years ended 31st December, 2003, 2002
and 2001, respectively.

Litigation, Clatms and Assessments

The Company is involved in certain litigation and claims incidental to its business. The Company
does not believe, based on currently available information, that these matters will have a material
adverse effect on the accompanying consolidated financial statements.
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Note 24 - Segment Information

SFAS No. 131 “Disclosures about Segments of an Enterprise Related Information” requires the
disclosure of information regarding our operations based upon how management makes operating
decisions and assesses the performance of such segments and certain information about
geographic areas. We develop and operate premier resort casinos and other properties throughout
the worid and manage our business in three segments: Destination Resorts, Gaming and One&Only.
Our Destination Resorts segment is currently our largest and most important segment from both a
gross revenue and net income perspective. Management previously viewed the Company as
operating solely in one business segment - the resort and casino business — which was conducted in
various geographical areas. However, in 2003, as our businesses grew and evolved, management
began to view the Company as operating in three distinct segments,

Our Destination Resorts segment includes our flagship mega-resort property, Atlantis, Paradise
Island, our tour operator which supports Atlantis, Paradise (sland, PIV, Inc., and our 50 per cent,
investment in Harborside at Atfantis. In addition, management expects that our future growth will
further define and reinforce these segments. Accordingly, commencing with our 2003 consolidated
financial statements, we will report our business in three segments: the Destination Resorts
segment, the Gaming segment, and the One&Only segment. In addition, once we begin
development and finalize a joint venture with Nakheel LLC, an entity owned by the government of
Dubai, the Destination Resorts segment will include Atlantis, The Paim, which is expected to include
a resort and an extensive water theme park located on the Palm, Jumeirah, a land reclamation
project in Dubai, United Arab Emirates. The Gaming segment consists of relinquishment and
development fee income from Mohegan Sun in Uncasville, Connecticut, Resorts Atlantic City {(which
we owned until 25th April, 2001) and the costs associated with the potential development of a
casino complex located in the greater London area and Northampton. The One&Only segment is
comprised of our luxury resort hotel businesses which consist of premier properties that primarily
operate in the five-star deluxe end of the resort market. The One&Only segment includes the
One&Only Ocean Club located on Paradise Island, The Bahamas, and resorts located in Mauritius,
the Maldives, Mexico and Dubai. We have also entered into agreements to develop and manage a
second property in the Maldives, 2 property on the Victoria & Alfred Waterfront in Cape Town,
South Africa and a property in Havana, Cuba, all of which will be operated under the One&Only
brand. As each segment operates in various geographic areas, they are delineated within the tables
that follow.

We evaluate the performance of our segments based on their respective revenues generated after
direct operating costs, and depreciation and amortization attributable to each segment which we
refer to as their contribution to net income. Corporate expenses, interest income and expense,
income taxes and other income and expenses are not allocated to the segments but are separately
evaluated. The accounting policies of these reportable segments are the same as those disclosed in
Note 3 - Summary of Significant Accounting Policies.
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The following tables are an analysis of net revenues, contribution to consolidated net income and
total assets, depreciation and amortization of goodwilli and capital additions by segment:

A. Net revenues

For The Year Ended 31st December,

2003

2002

2001

Destination Resorts:
Atlantis, Paradise Island(1)
Hotelandother .......... ... ... ..., SN
INSUrance recovery .. ..........o.oou... e
LT 11 ¥ T

Touroperations .. ........ ..t

GroSS TEVEMUEBS . L v vttt sttt r vt i v it e e
Less: promotional allowances . ......... .. . oo

Gaming:
Connecticut(2) ... . e
UnitedKingdom . . .. ... i
New Jersey(3)
L0131 Ve
Hoteland other ... ... . iniinennnn

GrosS REVBNUE . . . . vttt it et i it er s et eas .
Less: promotional allowances. . .................

One&Only:
Ocean Club....... e e e e
Other resorts{d) .. ... i iii it i

Real estate related — Ocean Club Estates .............
Othersegments . ......... ...,

N FEVENUBS « « v v vt et vt vt tetensan o anenon

$ 350,115 § 347,707 $ 325,692

2,818 1,100 2,000
138,587 128,916 116,490
491,521 478,723 444,182

28,875 29,026 26,091
520,396 507,749 470,273
(23,579) (22,210) {22,778}
496,817 485,539 447,495
1,755 1,326 2,873
- - 72,417
- - 12,496
- - 87,786
- - {17,995)
1,755 1,326 69,791
34,186 31,200 26,165
11,575 8,817 8,003
45,761 40,017 34,168
- - 9,771
16,899 16,480 14,211

$ 561,332 § 543,362 §$ 575436

(1} Consists of revenues from Atlantis, Paradise Island, the Company’s wholly owned tour operator, PIV, Inc., the Ocean
Club Goif Course and marketing fee income from our 50 per cent. owned timeshare, Harborside at Atlantis.

{2} Consists of development and other fees related to the Mohegan Sun, a casino and entertainment complex.

{3} Consists of revenue from Resorts, Atlantic City, The Company sold RIH on 25th April, 2001 and accordingly, excluded the

results of operations of Resorts, Atlantic City subsequent to that date.

{4} Consists of management and development fees from the Company's One&Only resort businesses located in Mauritius,

Mexico, Dubai and the Maldives.
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B. Contribution to net income

For The Year Ended 31st December,

2003 2002 2001
Destination Resorts:
Atlantis, Paradise fsland(1) .. ...... ... .. ..., § 93788 $ 77,514 $ 66,050
Gaming:
Connecticut(2) .. ... it e e 35,715 31,367 27,136
United Kingdom . . ..o ot i i i e e i e e v e e (329) - -
New Jersey(3) . .. ... ..ottt e e - - 7,595
35,386 31,367 34,731
One&Only:
Ocean Club. ... i e e e 4,720 3,999 1,447
Other resorts(4) .
Management, development and other fees ... ... .. 10,292 8,817 8,003
Directexpenses .. ... it {12,187) (8,061) (1,944)
Equity in earnings {losses) of associated companies . . {2,565) 934 2,588
, 260 5,689 10,094
General corporate ....... e e (33,928) {26,119) (20,848)
Restructuring (costs) reversal .. .................... - 1,000 (5,732)
Real estate related - Ocean Club Bstates ............. - - 6,506
Gainonnetassetsheldforsale .................... - - 2,232
Interest iNCoOmMe . ... . it it i it e e, 3,394 3,419 5,301
Interest expense, net of capitalization ............... (29,264) (39,104) (60,375)
Gain on settlement of territorial and other disputes . .. .. 1,479 14,459 -
Loss on early extinguishment of debt, net of income tax
el . o e e - (20,525) -
Other net ..o i e e e {686) 60 -
Provision forincome taxes . .....c. .ot {(162) (96) (1,080}
Income {loss) from discontinued operations, net of
incometax............ et e e e 1,305 (8,061) (4,608)
TS R T2 Yo 11 - $ 71,572 $ 39,603 §$ 32,661

(1) Consists of earnings before interest and taxes from Atlantis, Paradise tsland, the Company’s wholly owned tour
operator, PIV, Inc., the Ocean Club Golf Course and marketing fee income and equity in earnings (losses} from our

50 per cent. owned timeshare, Rarborside at Atlantis.

{2) Consists of relinquishment fees ~ equity earnings in TCA, development and other fees related to the Mohegan Sun, 2

casino and entertainment complex.

(3) Consists of the results of operatians of Resorts Atlantic City. The Company sold RiH on 25th April, 2001 and accordingly,

excluded the results of operations of Resorts Atlantic City subsequent to that date.

{9} Consists of management, development and other fees and equity in earnings {losses) in associated companies from the
Company’s One&Only resort businesses located in Mauritius, Mexico, Dubai and the Maldives.
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C.  Total assets, depreciation and amortization of goodwill and capital additions

As of
31st December, 2003 Year Ended 315t December, 2003
Total  Depreciation and Capital
Assets Amortization Additions
Destination Resorts:
Atlantis, Paradise Island(1) $ 1,129,988 § 50,996 $ 46,707
Gaming: ‘
Connecticut(3) ......... 14,654 - -
United Kingdom 1,748 1 2,276
16,402 1 2,276
One&Only:
One&Only Ocean Club 63,009 3,678 802
One&Only Other Resorts(2) 81,077 247 476
144,086 3,925 1,278
General Corporate........ 165,452 860 588
$ 1,455,928 $ 55,782 § 50,849
As of
R 31st December, 2002 Year Ended 31st December, 2002
Total  Depreciation and Capital
Assets Amortization Additions
Destination Resorts:
Atlantis, Paradise Island(1) $ 1,093,203 § 50,709 § 37,729
Gaming: '
Connecticut(3) ......... 15,398 - -
United Kingdom - - -
One&Only:
One&Only Ocgan Ciub 66,158 3,951 596
One&Only Other Resorts(2) 69,902 69 721
136,060 4,020 1,317
General Corporate........ 150,378 757 478
$ 1,395,039 $ 55,486 § 39,524
Year Ended 31st December, 2001
Depreciation and Capital
Amartization Additions
Destination Resorts:
Atlantis, Paradise Island ... ........ ... ... ..., $ 46,477 § 54,003
Gaming:
Connecticut . ... ... it i e, - -
United Kingdom . .. .... oo iiiiiinnnnnn o - -
One&Only:
One&0Only Ocean Club ........ ... ..ot 3,602 11,879
One&Only OtherResorts . . ........ oo, 83 29
3,685 11,908
General Corporate . .. .. .ottt 848 1,678
$ 51,010 % 67,590

(1) Includes assets from Atlantis, Paradise Istand, the Company’s wholly owned tour operatar, PIV, Inc., the Ocean Club Galf
Course end the Company’s investment in Harborside at Atlantis.

(2} includes our investments in associated companies related to the Company’s One&Only resort businesses located in

Mauritius, Mexico and the Maldives,

(3) Includes our 50 per cent. investment in TCA,
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Note 25 - Fair Value of Financial Instruments

The fair value of a financial instrument represents the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced sale or
liquidation.

Fair value estimates are made at a specific point in time, based on relevant market information
about the financial instrument. These estimates are subjective in nature and involve uncertainties
and matters of significant judgment and therefore cannot be determined with precision. The
assumptions used have a significant effect on the estimated amounts reparted.

We used the following methods and assumptions in estimating fair value disclosures for financial
instruments: (a) cash and cash equivalents, receivables, other current assets, accounts payable,
accrued liabilities and variable rate debt: the amounts reported in the accompanying consolidated
balance sheets approximate fair value due to the nature and short-term maturities of such assets
and liabilities; (b) fixed-rate debt: fixed rate debt is valued based upon published market
quotations, as applicable (the fair value of our fixed rate debt at 31st December, 2003 was
approximately US$443.9 million as compared to its carrying value of US$417.1 million and the fair
value of our fixed rate debt at 31st December, 2002 was approximately US$421.8 miflion as
compared 1o its carrying value of U5$425.3 million); {c) swap agreements: the fair value of our swap
agreements was determined from the representations of financial institutions. The fair value of our
swap agreements at 31st December, 2003 and 2002 equal their carrying value of US$11.8 million
and US$19.6 million, respectively, and are included in deferred charges and other assets in the
accompanying consolidated halance sheets.

Note 26 - Supplemental Condensed Consolidating Financial Information

Our 8%% Senior Subordinated Notes were co-issued by the Company and one of its wholly owned
subsidiaries, KINA. The 8% per cent. Senior Subordinated Notes are guaranteed by substantially all
of our wholly owned subsidiaries {the Subsidiary Guarantors) and are jointly and severally
irrevocably and unconditionally guaranteed. Separate financial statements of the Subsidiary
Guarantors are not presented because we have determined that they would not be material to
investors. The following supplemental financial information sets forth condensed consolidating
balance sheets, statements of operations and statements of cash flows for each of the co-issuers of
the 8% per cent. Senior Subordinated Notes, Kerzner and KINA, and, on a combined basis, for the
Subsidiary Guarantors. Kerzner's non-guarantor subsidiaries are minor and, therefore, are not
separately presented.
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Condensed consolidating balance sheet at 31st December, 2003

In thousands of Guarantor
US dollars Kerzner KINA Subsidiaries Eliminations Consolidated
ASSETS
Current assets:
Cash and cash
equivalents . .. ... 143 17,026 $ 39,207 § 3,856 § 60,232
Restricted cash .. ... - - 1,445 - 1,445
Trade receivables,
net............ 61 69 38,084 183 38,397
Due from affiliates . . 258,366 21,923 (265,790) (1,550} 13,949
Inventories........ - - 10,418 - 10,418
Prepaid expenses
and other assets . . 125 657 20,881 (6,303} 15,360
Total current assets . 259,695 39,675 (155,755) (3,814) 139,801
Property and
equipment, net. . . - 52,862 1,077,231 23,911 1,154,004
Due from affiliates -
non-current ..... 19,889 200,000 (185,047) - 34,842
Deferred tax asset,
net............ - 10,473 - - 10,473
Deferred charges
and other assets,
net............ 10,971 9,643 13,042 - 33,656
Investment in '
subsidiaries . .. ... 566,984 10 - (566,994) -
Investment in :
associated
companies ...... 1,864 - 87,534 (6,246) 83,152
Total assets . .. ... 859,403 312,663 $ 837,005 $ (553,143) $ 1,455,928
LIABILITIES AND
SHAREHOLDERS'
EQUITY
Current liabilities:
Current maturities of
long-term debt . . . - - 3 304 § - 3 304
Accounts payable
and accrued
liabilities . . . .. ... 7,974 22,603 144,130 {2,474) 172,233
Capital creditors . . . . - - 4,639 - 4,639
Total current
liabilities . ..... 7,974 22,603 149,073 (2,474) 177,176
Deferred revenue , . . - - 14,652 - 14,652
Other long-term
liabilities. . ...... - 4,561 2,729 - 7.290
Long-term debt, net
of current
maturities . . .. ... 11,839 405,251 130 - 417,220
Total liabilities . . 19,813 432,415 166,584 (2,474) 616,338
Shareholders’ equity. 839,590 {119,752} 670,421 {550,669) 839,590
Total liabilities and
shareholders’
equity ........ 859,403 312,663 $ 837,005 §$ (553,143) $ 1,455,928
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Condensed consolidating balance sheet at 31st December, 2002

n thousands of Guarantor
Us dollars Kerzner KINA Subsidiaries  Efiminations Consolidated
ASSETS
Current assets:
Cash and cash
equivalents . .. ... 1,398 § 2996 § 26475 § 3,143 $ 34,012
Restricted cash . . ... - ~ 4,842 - 4,842
Trade receivables,
net............ 61 1,186 42,024 (157) 43,114
Due from affiliates . . 239,820 40,071 (258,878) - 21,013
Inventories. ....... - - 8,969 - 8,969
Prepaid expenses
and other assets . . 57 73 14,182 - 14,312
Total current assets . 241,336 44,326 (162,386) 2,986 126,262
Property and
equipment, net. .. - 53,925 1,034,538 23,911 1,112,375
Notes receivable. . . . 13,600 - 120 - 13,720
Due from affiliates -
non-current .. ... 4,925 200,000 (180,546} -~ 24,379
Deferred tax asset,
net............ - 6,119 - - 6,119
Deferred charges
and other assets,
net....coevuvnn 19,574 8,614 8,110 - 36,298
lnvestment in
subsidiaries . .. ... 494,756 10 - (494,766) -
Investment in
associated
companies ...... 2,393 - 80,518 (7,025) 75,886
Total assets ... ... 776,584 $ 312994 $ 780,355 $ (474,894) 3% 1,395,039
LIABILITIES AND
SHAREHOLDERS’
EQUITY
Current liabilities:
Current maturities of -
fong-term debt . .. - % 19 % 256 % - % 275
Accounts payable
and accrued
liabilities........ 27,988 20,246 94,503 2,986 145,724
Capital creditors. . . . - ~ 1,538 - 1,538
Total current
liabilities . ... .. 27,989 20,265 96,297 2,986 147,537
Deferred revenue. . . - - 18,028 - 18,028
Other long-term
liabilitles . . ...... - 148 2,549 - 2,697
Long-term debt, net
of current
maturities . ... ... 19,574 405,726 72,456 - 497,756
Total liabilities ... 47,563 426,139 189,330 2,986 666,018
Shareholders’ equity . 729,021 {113,145) 591,025 (477,880) 729,021
Total liabilities and
shareholders’
equity.......... 776,584 $ 312,994 $ 780,355 § (474,894) § 1,395,039
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Condensed consolidating statement of operations for the year ended 31st December, 2003

in thousands of Guarantor
US dollars Kerzner KINA Subsidiaries  Eliminations  Consolidated
Revenues: )
Casino and resort
TEVENUES v\ v v - % - 525,773 § (4,732) $ 521,041
Less: promotional
allowances........ - - (23,579) - (23,579)
- - 502,194 {4,732) 497,462
Tour operations. .. ... - - 40,790 - 40,790
TCA development and )
otherfees ........ - - 1,755 - 1,755
Management and cother
fees ... .. e - 17,558 {4,136) - 13,422
Insurance recovery. . .. - - 2,818 - 2,819
Other............. - 1,816 3,268 - 5,084
Affiliated sales ...... - - 10,143 (10,143) -
- 19,374 556,833 (14,875) 561,332
Equity in subsidiaries
BAININGS . . v v v v v enn 71,362 - - {71,362) -
Expenses:
Casino and resort
expenses . ........ - (6) 284,622 {13,261) 271,355
Tour operations. ... .. - 35,420 (14) 35,406
Selling, general and
administrative ..... (275) 1,184 102,471 (2,543) 100,837
Management fee. .. .. 1,400 - {1,400) - -
Corporate expenses . . . 5,401 11,034 19,882 943 37,260
Gain on replacement of
damaged assets . ... - - (2,514) - (2,514)
Depreciation and
amortization ...... - 439 55,733 - 55,782
6,526 12,261 494,214 (14,875} 498,126
Relinquishment fees -
equity earnings in TCA . - - 33,960 - 33,960
Income {loss) from
operations ......... 64,836 7,113 96,579 (71,362) 97,166
Other income (expenses):
Interest income . ... .. 1,793 175 1,426 - 3,394
Interest expense, net of
capitalization ... ... 8,103 {36,009} (2,358) - (28,264)
Affiliated interest
income .......... {9,103) 18,278 4)] (9,174) -
Affiliated interest
expense. . ........ - ~ (9,174) 9,174 -
Equity in losses of
associated companies . (51) - {269) - (320)
Gain on settlement of
territorial and other
disputes. . ... e 1,479 - - - 1,479
Other, net.......... {775) 104 (15) (686)
Income (loss) from
continuing operations
before incoma taxes
and minority interest . . 67,282 (10,339) 86,188 (71,362) 71,769
Benefit (provision) for
income taxes........ - 3,732 (3,854) -~ (162)
Minority interest ...... - - {1,340) -~ (1,340)
Income (loss) from
continuing operations . 67,282 (6,607) 80,954 {71,362) 70,267
Income {loss) from
discontinued
operations, net of
income tax effect . ... 4,280 - (2,985} - 1,305
Net income ({lass) . . . . . 71572 % (6,607) 77,963 % (71,362) ¢ 71,572
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Condensed consolidating statement of operations for the year endéd 31st December, 2002

In thousands of

Guarantor

US dollars Kerzner KINA  Subsidiaries  Eliminations Consolidated
Revenues:
Casino and resort
FEVENUBS . ..o\ v vn. - - 512,025 § (4,781) % 507,244
- Less: promotional
allowances........ - - {22,210) - (22,210}
- 489,815 4,781) 485,034
Tour operations. . . ... - ~ 41,063 - 41,063
TCA development and
otherfees ........ - - 1,326 - 1.326
Management and other
fees ............ - 16,801 {6,405) ) - 10,396
Insurance recovery . ... - - 1,100 - 1,100
Other.........c... - 1,280 3,163 - 4,443
Affiliated sales ...... - 10,339 {10,339) -
- 18,081 540,401 {15,120) 543,362
Equity in subsidiaries
eaATNINGS .+« v v v e v 39,262 - - (39,262) -
Expenses:
Casino and resort
expenses . ........ - - 278,646 (12,843) 266,803
Tour operations. ... .. ~ 36,772 {5} 36,767
Selling, general and
administrative .. ... 2,361 1,297 90,074 (2,272) 91,460
Management fee.. ... 1,100 - (1,100) - -
Corporate expenses . . . 5771 9,005 14,361 - 29,227
Depreciation and
amortization ...... 75 55,411 -~ 55,486
Restructuring reversal . - - (1,000) - {1,000)
9,232 10,467 474,164 {15,120) 478,743
Relinguishment fees ~
equity earnings in TCA . - ~ 30,041 - 30,041
Income (loss) from
operations ......... 30,030 7,614 96,278 (39,262) 94,660
Other income {expenses):
Interest income .. .... 1,474 704 1,241 - 3,419
Interest expense, net of
capitalization ... ... {846) {36,638) {1,620) - (39,104)
Affiliated interest
income .......... 1,046 18,249 - (19,295) -
Affiliated interest
exXpense . ... ..., .. - - (19,295} 18,295 -
Equity in losses of
associated companies . (658) - (4,551 - (5,209)
Gain on settlement of
territorial and other
disputes. . ........ 14,459 - - - 14,459
Loss on early
extinguishment of debt. (5.801) {14,624) - - (20,525)
Other,net ........... - (158) 218 - 60
Income (loss) from
continuing operations
before income taxes .. 39,604 (24,853) 72,271 {39,262) 47,760
Benefit (provision) for
income taxes ....... {1) 2,238 (2,333) - {96)
Income (loss) from
continuing operations . 39,603 (22,615) 69,938 (39,262) 47,664
Loss from discontinued
operations, net of
income tax effect . ... - - (8,061) - (8,061)
Net income (loss) . .. 39,603 {22,615) 61,877 % (39,262) $% 39,603
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Condensed consolidating statement of operations for the year ended 31st December, 2001

In thousands of Guarantor
US dollars Kerzner KINA Subsidiaries  Eliminations Consolidated
Revenues:
Casino and resort
TEVENUeS . ......... - % - % 558,141 $ (6,289) $§ 551,852
Less: promotional
aliowances ......... - - (40,773) - (40,773)
- - 517,368 (6,289) 511,079
Tour operations ....... - - 36,348 - 36,348
TCA development and
otherfees ......... - - 2,873 - 2,873
Management and other
fees.............. 15,087 (5.677) - 9,410
Real estate related . .. .. - - 9,771 - 9,771
Insurance recovery .. ... - - 2,000 ~ 2,000
Other .............. - 893 3,062 - 3,955
Affiliated sales . ....... - - 9,742 (9,742) -
- 15,980 575,487 (16,031) 575,436
Equity in subsidiary
earnings. .......... 39,636 - - {39,636) -
Expenses:
Casino and resort
eXPENSES .. ... ... - 664 316,323 (14,377) 302,610
Tour operations , .. .... - - 32,061 (20) 32,041
Selling, general and
administrative. ..., .. - 1,237 89,461 {1,634) 89,064
Managementfee .. ... . 634 {634) - -
Real estate related . ... . - - 2,865 2,865
Corporate expenses . ... 3,006 6,716 15,384 25,106
Depreciation and
amortization. ... .... - 124 50,886 - 51,010
Restructuring costs .. ... ~ - 5,732 ~ 5,732
Pre-opening expenses . . . - - 2,280 2,280
Gain on net assets held
forsale ........... - - (2,232) - (2,232}
3,640 8,741 512,126 (16,031) 508,476
Relinquishment fees -
equity earnings in TCA . - -~ 24,263 - 24,263
Income (loss) from
operations ......... 35,996 7,239 87,624 (39,636) 91,223
QOther income (expense):
Interest income ....... 742 4,296 263 - 5,307
Interest expense, net of
capitalization ....... {10,938) (27,736} (21,701) - (60,375)
Affiliated interest income . 7,575 6,931 )] {14,509) -
Affiliated interest
EXPENSE . .. v b - - (14,505) 14,505 -
Equity in earnings (Josses)
of associated
COMPaNIES .. ....... (714) - 2,924 - 2,210
Income {loss) from
continuing operations
before income taxes . . 32,661 {8,270} 54,604 {38,636) 38,359
Benefit {provision) for
income taxes ....... i - 3,085 (4,185) - (1,080)
Income {loss) from
continuing operations . 32,661 (6,175) 50,419 {39,636) 37,269
Loss on discontinued
operations, net of
income tax effect .. .. - - (4,608) - {4,608)
Net income (loss) ...... 32,661 % (6,175) % 45,811 % (39,636) & 32,661
142

0151



Condensed consolidating statement of cash flows for the year ended 31st December, 2003

Guarantor
in thousands of US dollars Kerzner KINA  Subsidiaries  Eliminations Consolidated
Cash flows from operating activities:
Net cash provided by (used in)
continuing operations . . ... ... $ (17,874) $ (8,776) § 158,080 $ 713 % 132,143
Cash provided by discontinued .
operations . . ..., ... ..., - - 523 - 523
Net cash provided by {used in)
operating activities . ....... {17,874) {8,776) 158,603 713 132,666
Cash flows from investing activities:
Payments for property and
equipment, net of insurance
proceeds received . .. ..... .., - (14) {50,835) - (50,849)
Net proceeds from the sale of
otherassets . .............. - 848 251 - 1,089
Acquisition of tour operator, net
of cash acquired. ... ........ - - 1,384 - 1,384
Acquisition of Club Mediterranee
(Bahamas) Limited .......... - - (20,049) - (20,049)
Deposit and purchase of land and
casino license . . .......... e - - {6,147) ~ {6,147)
Proceeds received for repayment
of notes receivable . . ... .. ... 13,339 - 70 13,409
Depositreceived .. ........... - - 1,250 - 1,250
Advances to affiliates, net of
repayments ... ... ... {(36,782) 21,991 2,738 - (12,053)
Costs of business acquisitions,
management and development
agreements . ... ... ... - - (2,115) - (2,115)
Sale of debt and equity interest in
the One&Only Kanuhura . . .. .. 1,464 - - - 1,464
Net cash provided by (used n}
investing activities . . ... .... {21,979) 22,825 {73,453) - {72.607)
Cash flows from financing activities:
Proceeds from the exercise of
shareoptions . . ............ 39,007 - - - 39,007
Borrowings . ................ - - 29,600 - 29,600
Cancellation of ordinary shares . . . (408) - - - (408)
Debt issuance and modification
COSES o i vt i esns e en s - - {140} - (140)
Repayment of borrowings ...... - (19) (101,879) - (101,898)
Net cash provided by (used in)
financing activities. . ... .. .. 38,589 {19) (72,419) - (33,839)
Increase (decrease) in cash and
cash equivalents . ., ......... (1,254) 14,030 12,731 713 26,220
Cash and cash equivalents at
beginning of period . .. ... ... 1,398 2,996 26,475 3,143 34,012
Cash and c¢ash equivalents at end
ofperiod.......... ... v $ 144 17,026 § 39,206 $ 3856 § 60,232
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Condensed consolidating statement of cash flows for the year ended 31st December, 2002

Guarantor
in thousands of US doffars Kerzner KINA Subsidiaries  Eliminations Consolidated
Cash flows from operating activities:
Net cash provided by (used in)
cantinuing operations . .. ... .. 8,314 § {7,332) § 135,088 § (2,181} § 134,889
Cash used in discontinued
operations . . ... .. ien - - (7,619) - {7,619)
Net cash provided by (useg in)
operating activities ........ 9,314 (7,332) 127,469 {(2,181) 127,270
Cash flows from investing activities:
Payments for property and
equipment, net of insurance
proceeds received . ... .. .. ... - (14) (39,510} - (39,524)
Net proceeds from sale of other
=131 < - - 126 - 126
Purchase of notes receivable. . ... {13,704) - - - {13,704)
Proceeds received for repayment
of notes receivable . . . . ... ... - 18,018 - - 18,018
Depositreceived . ... oovv . 4,500 - - - 4,500
Advances to affiliates, net of
repayments . ... ... ... 87,021 (1,389) {85,890) - (258)
Acquisition of equity interest in
associated company ....... .. - - (40,812) - (40,812)
Deferred contract acquisition costs . - - (214) - {214)
Other........c.ci v, - (158} {120) - (278)
Net cash provided by (used in)
investing activities . . . ...... 77,817 16,457 (166,420) - (72,146)
Cash flows from financing activities:
Proceeds from the exercise of
shareoptions ., ............ 14,702 ~ - - 14,702
Proceeds from issuance of debt. . . - 206,000 - - 206,000
BOMOWINGS . . o v oo v inn e - - 111,000 - 111,000
Cancellation of ordinary shares . . . (365) - - - (365)
Debt issuance and modification
COSES . vt i e - {4,301) {364) - {4,665)
Early redemption of debt . . ... .. (104,135) (209,000) - - {313,135}
Repayment of borrowings ...... - (70) (63,213) - {63,283)
Net cash provided by (used in)
financing activities. . ....... (89,798) (7,371} 47,423 - (49,746}
Increase (decrease) in cash and
cash equivalents . ... ........ (2,667) 1,754 8,472 (2,181} 5,378
Cash and cash equivalents at
beginning of period ... ... ... 4,065 1,242 18,003 5,324 28,634
Cash and cash equivalents at end
ofperiod....... ... 1,398 § 2,99 $ 26,475 § 3,143 § 34,012
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Condensed consolidating statement of cash flows for the year ended 31st Decamber, 2001

Guarantor
In thousands of US dollars Kerzner KINA Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
Net cash provided by {used in}
continuing operations., . .. .... $ 2,044 % {7,0149) § 72,624 % 34,393 § 102,047
Cash used in discontinued i
operations . .. .. oh ey - - (7,379) - (7,379)
Net cash provided by (used inj
operating activities ........ 2,044 {7,014) 65,245 34,383 94,668
Cash flows from investing activities:
Payments for property and
equipment, net of insurance
proceeds received . ... .. ... .. - (400} (67.130) - {67,590)
Net proceeds from the sale of
otherassets . .............. - 2,196 351 - 2,547
Proceeds received from the sale of
Resorts Atlantic City, net .. .. .. - 120,850 2,664 - 123,514
Proceeds received from repayment
of note receivable .......... 12,000 - - - 12,000
Advances to affiliates, net of
repayments ... ...vouneenss 54,520 {228,352} 179,180 {14,043) {8,695)
Acquisition of equity interest in
associated companies ........ (3,768) - - - (3,768)
Other...... e e - - (432) - (432)
Net cash provided by {used in)
investing activities . . ... .... 62,752 {105,706) 114,573 (14,043} 57,576
Cash flows from financing activities:
Proceeds from the exercise of
shareoptions . ............. 7,934 - - - 7,934
Proceeds from issuance of debt. .. - 200,000 - - 200,000
Borrowings « .« .vci e ~ - 103,500 - 103,500
Debt issuance and modification )
COStS ittt et e (500) {6,250} (2,055) - {8,805)
Repayment of borrowings ...... (68,270) {79,063) {301,403} - (448,736)
Net cash used in financing
activities. . . ... e {60,836) 114,687 {199,958) - (146,107)
Increase (decrease) in cash and
cash equivalents ... ......... 3,960 1,967 (20,140} 20,350 6,137
Cash and cash equivalents at
beginning of period ......... 105 (725) 38,143 (15,026) 22,497
Cash and cash equivalents at end :
ofperiod......... ... $ 4,065 § 1,242 % 18,003 § 5324 % 28,634
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Note 27 ~ Subsequent Event
Wembley Investment
On 10th March, 2004, we announced that we entered into a joint venture, BLB Investors, with an

.affiliate of Starwood and an affiliate of Waterford for the purpose of acquiring an interest in

Wembley, which owns gaming and track operations in the United States and race tracks in the
United Kingdom. Wembley's United States operations include its flagship property, Lincoln Park in
Rhode Island, where it owns a greyhound racetrack.

BLB Investors, which is 25 per cent. owned by us, 25 per cent. owned by Waterford, and 50 per cent.
owned by Starwood, acquired on 10th March, 2004 from funds managed by Active Value Fund
Managers Limited (Active Value) 2,811,108 shares of Wembley's issued share capital. Our
proportionate share of this investment was approximately U$$10.2 million. BLB Investors also
entered into other arrangements with Active Value on 10th March and 18th March relating to the
purchase of Active Value's remaining 4,921,392 shares of Wembley's issued share capital, which
could increase its total holdings in Wembley up to approximately 22 per cent. {subject in all cases to
necessary notifications and filings and waiting periods expiring under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976).
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3)

(b)

(a)

(b

APPENDIX V

Additional information

Responsibility

The BLB Acquisition Directors, whose names are set out in paragraph 2(a) below, accept
responsibility for the information contained in this document, other than that relating to the
Wembley Group, the Wembley Directors and their immediate families. To the best of the
knowledge and belief of the BLB Acquisition Directors (who have taken all reasonable care to
ensure that such is the case), such information is in accordance with the facts and does not
omit anything likely to affect the import of such information.

The Wembley Directors, whose names are set out in paragraph 2(b) below, accept
responsibility for the information contained in this document relating to the Wembley Group,
the Wembley Directors and their immediate families. To the best of the knowledge and belief
of the Wembley Directors (who have taken all reasonable care to ensure that such is the case),
such information is in accordance with the facts and does not omit anything likely to affect the
import of such information.

Directors
The BLB Acquisition Directors are as follows:

Barry Sternlicht;
Madison Grose;
Butch Kerzner; and
Len Wolman.

The registered office of BLB Acquisition is Corporation Trust Center, 1209 Orange Street,
Wilmington, DE 19801, United States of America.

The business addresses of the BLB Acquisition Directors are as follows:

Barry Sternlicht ~ Starwood, 591 West Putnam Avenue, Greenwich, CT 06830, United States
of America;

Madison Grose - Starwood, 531 West Putnam Avenue, Greenwich, CT 06830, United States of
America;

Butch Kerzner — Kerzner, Coral Towers, 3rd Floor, Casino Drive, Paradise Island, Bahamas; and

Len Wolman - Waterford, 914 Harford Turnpike, Waterford, CT 06385, United States of
America.

The Wembley Directors are as follows:

Claes Hultman;

Mark Elliott;

Neil Chisman; and

Peter Harris.

The registered office of Wembley and the business address of each of the Wembley Directors is
Wembley plc, Elvin House, Stadium Way, Wembley HAS 0DW,

Market quotations

The following table shows the dosing middie market quotations of Wembley Shares, as
derived from the Daily Official List, for the first business day in each of the six months
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immediately prior to the date of this document, for 26th January, 2004 (being the last business
day prior to commencement of the Offer Period) and for 28th April, 2004 (being the latest
practicable date prior to the date of this document):

Share
Date price (p)
3rd November, 2003 . . .. . . i e e e e 507.5
Ist December, 2003 .. .. .. e e 561.0
2nd January, 2008 . .. ... e e e e e 600.0
26th January, 2004 . . . ..ot e et et e e 612.5
2nd February, 2004 ... ... e e e e e e 755.0
IstMarch, 2004 ... .. .ot e e e i 766.0
Tst APl 2004 L Lo e e e e 858.5
28th April, 2004 . . .. e e e e 888.5

Shareholdings and dealings
For the purposes of this Appendix:

(i} arrangement includes indemnity or option arrangements, and any agreement or
understanding, formal or informal, of whatever nature, relating to relevant securities
which may be an inducement to deal or refrain from dealing;

(i) associate means:

(1) subsidiaries and associated companies of Wembley or BLB Acquisition, as the case
may be, and companies of which any such subsidiaries or associated companies are
associated companies;

{2) banks, financial and other professional advisers (inciuding stockbrokers) to
Wembley or BLB Acquisition, as the case may be, or a company covered in (1) above,
induding persons controlling, controlled by or under the same control as such
banks, financial or other professional advisers;

{3) the Wembley Directors or, as the case may be, the BLB Acquisition Directors and the
directors of any company covered in (1) above (tagether in each case with their
close relatives and related trusts);

(4) the pension funds of Wembiey or a company covered in (1) above; and

{5) an investmant company, unit trust or other person whose investments an associate
{as otherwise defined in this paragraph 4(il}) manages on a discretionary basis, in
respect of the relevant investment accounts;

{iii) referencesto a bank do not apply to a bank whose sole refationship with BLB Acquisition
or, as the case may be, Wembley or a company covered in paragraph 4(ii) above, is the
provision of normal commercial banking services or such activities in connection with the
Offer as handling acceptances and other registration work;

{iv) derivative includes any financial product whose value, in whole or part, is determined
directly or indirectly by reference to the price of an underlying security but which does
not include the possibility of delivery of such underlying securities;

(v) disclosure period means the period commencing on 27th January, 2003 (the date
12 months prior to the commencement of the Offer Period) and ending on 28th April,
2004 (the [atest practicable date prior to the date of this document);

148

0157



(a)

{vi)

{vii)

{viii)

relevant securities means Wembley Shares and securities convertible into, rights to
subscribe for, options {including traded options) in respect of and derivatives referenced
to any of the foregoing;

ownership or contro! of 20 per cent. or more of the equity share capital of a company is
regarded as the test of associate company status and contro!l means a holding or
aggregate holdings of shares carrying 30 per cent. or more of the voting rights
attributable to the share capital of a company which are currently exercisable at a
general meeting, irrespective of whether the holding or aggregate holdings gives de
facto control; and

to the extent that any dealings are disclosed by a person deemed to be acting in concert
with BLB Acquisition following the announcement of the Offer and before the Offer
becomes or is declared unconditional in all respects, details of such dealings will be put
on display at the offices of Allen & Overy, One New Change, London EC4M 9QQ.

Shareholdings and dealings in Wembley

0]

(in

(iii)

As at the last day of the disclosure period, BLB Investors owned or controlled 7,732,500
Wembley Shares.

The interests of the Wembley Directors, Nigel Potter {the former Chief Executive of
Wembley) and (so far as the Wembley Directors are aware, having made due and careful
enquiry) their immediate families and connected persons (within the meaning of
section 346 of the Companies Act), all of which are beneficial unless otherwise stated, in
the share capital of Wembley (as shown in the register required to be kept under
section 325 of the Companies Act or which have been notified or are required to be
notified to Wembley pursuant to sections 324 or 328 of the Companies Act) as at the last
day of the disclosure period were as follows:

Number of

Wembley

Name . Shares
Claes HUultman ... ottt e e it e e e e e 50,000
Mark EHIott . oo i it i i i e e e e e e e e 8,000
Nell Chisman ..o i i e et it et e et es 26,891
oL gl 1= o o - 10,000
Nigel Potter . ... . i e e e e e 26,006

During the disclosure period, BLB Investors dealt for value in Wembley Shares as follows:

Share price
Date Nature of transaction Number (£)
10th March, 2004 ... ........ Purchase of shares 2,811,108 8.00
31st March, 2004, . .......... Purchase of shares 520,576 8.00
i6th April, 2004 ............ Purchase of shares 4,400,816 8.00

Barry Sternlicht, a BLB Acquisition Director, is also deemed to have dealt for value in
Wembley Shares on the same basis by virtue of his role as general manager of Starwood
Capital.
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)

{iv) Mark Elliott is the only Wembley Director to have any interests in options over unissued

{v

~

Wembley Shares under the terms of the Wembley Share Option Schemes {each granted
for nil consideration) as at the last day of the disclosure periad, as stated below:

(1) The Wembley 1995 Executive Share Option Scheme

Exercise price

Number of Wembley Shares Date of grant (£}
1958 . e e e e 6th March, 2002 6.560
81 1 S 20th August, 2002 6.685

(2) The Wembley 1996 Unapproved Executive Share Qption Scheme

Exercise price

Number of Wembley Shares Date of grant (€)
25,000 ... e e e 2nd September, 1998 3.250
20000 ... .. e 17th March, 2000 5.500
45,528 . .. e e 2nd March, 2001 6.150
20,908 .. ... e e 5th March, 2002 6.560
23612 .. e e s 19th August, 2002 6.685

(3) The Wembley plc Savings Related Share Option Scheme

Exercise price
Number of Wembley Shares Date of grant {£)

2,713 e e 1st June, 2002 6.100

Nigel Potter, the former Chief Executive of Wembley, had the following interests in
options over unissued Wembley Shares under the terms of the Wembley Share Option
Schemes (each granted for nil consideration) as at the last day of the disclosure period:

(1) The Wembley 1995 Executive Share Option Plan

Exercise price

Number of Wembley Shares Date of grant (£)
76388 .. e e 26th September, 1995 2.880
A28 . e e e 15th March, 1996 3.650

(2) The Wembley 1996 Unapproved Executive Share Option Plan

Exercise price

Number of Wembley Shares Date of grant (£)
75,000 .. . e e e e e 27th February, 1957 4,050
75000 . ... . e e 2nd September, 1998 3.250
36364 .. ... e 17th March, 2000 5.500
35,772 e e e 2nd March, 2001 6.150
35061 .. 5th March, 2002 6.560
40,389 .. .. ... e e 19th August, 2002 6.685
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{)

(b)

{3) The Wembley plc Savings Related Share Option Scheme

Exercise price

Number of Wembley Shares Date of grant (£)
3402 . e e e e 1st June, 2001 4.960
{vi) During the disclosure period, JPMorgan has dealt for value in Wembiey Shares as
follows:
Share price
Date Nature of transaction Number (£)
22nd January, 2003 . ......... Sale of shares 30,000 7.30
22nd January, 2003 . .... .. ... Purchase of shares 30,000 7.30
3rd March, 2004 . ........... Sale of shares 347 7.55
3rd March, 2004 ............ Purchase of shares 347 7.55
10th March, 2004 ........... Purchase of shares 2,811,108 8.00
10th March, 2004 . .......... Sale of shares 2,811,108 8.00
31st March, 2004............ Purchase of shares 520,576 8.00
st March, 2004. ........... Sale of shares 520,576 8.00
16th April, 2004 . ........... Purchase of shares 4,400,816 8.00
16th April, 2004 . ........... Sale of shares 4,400,816 8.00

{vii)

As at the last day of the disclosure period, Barry Sternlicht, a BLB Acquisition Director,
was interested in 7,732,500 Wembley Shares by virtue of his role as general manager of
Starwood Capital.

General

@

{ii)

(i)

Save as disclosed in this paragraph 4, as at the last day of the disclosure period, neither
Wembley nor any of the Wembley Directors, nor any member of their immediate
families, owned, controlled or {in the case of the Wembley Directors and their immediate
families) was interested in the issued share capital of Starwood Capital, Kerzner,
Waterford, BLB Investors or BLB Acquisition or any of its subsidiaries or any securities
convertible into, rights to subscribe for, options (including traded options) or derivatives
in respect thereof or derivatives referenced thereto nor has any such person dealt for
value therein during the disclosure period,

Save as disclosed in this paragraph 4, as at the last day of the disclosure period, neither
BLB Acquisition nor any of its directors, nor any member of their immediate families, nor
any person acting in concert with BLB Acquisition, nor any person with whom the
companies in the BLB Acquisition Group or any person acting in concert with BLB
Acquisition has an arrangement, owned or controlled or (in the case of the BLB
Acquisition Directors and their immediate families) was interested in any relevant
securities nor has any such person dealt for valug therein during the disclosure period.

Save as disclosed in this paragraph 4, none of the Wembley Directors, nor any member of
their immediate families was interested in any relevant securities nor has any such
person dealt for value therein during the disclosure period and no bank, stockbroker,
financial or other professional adviser {(other than an exempt market maker) to
Wembley (or any person controlling, controlled by, or under the same contro) as such
bank, stockbroker, financial or other professional adviser), nor any subsidiary of
Wembley, nor any pension fund of the Wembley Group nor any person whaose
investments are managed on a discretionary basis by a fund manager (other than an
exempt fund manager) which is controlled by, controls or is under the same control as
Wembley or any bank, stockbroker, financial or other professional adviser, to Wembley
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(a)

{b)

(a)

owned or controlled any relevant securities, nor has any such person dealt for value
therein during the disclosure period.

(iv) Neither BLB Acquisition (nor any of its associates nor any person acting in concert with
BLB Acquisition) nor Wembley (nor any of its associates) has any arrangement in relation
to relevant securities.

Financing and cash confirmation

The Offer will be funded by equity contributions from investment affiliates of each of
Starwood Capital, Kerzner and Waterford Group and by debt facilities provided by Deutsche
Bank and JPMorgan Chase. For details of the equity arrangements, see paragraph 6(a)(i)
below, and for details of the debt documentation see paragraphs 6(b){i) to 6(b)(ix) below.

JPMorgan is satisfied that the financial resources which are available to BLB Acquisition are
sufficient to satisfy full acceptance of the Offer,

Material contracts
BLB Investors

The following contracts have been entered into by BLB investors otherwise than in the
ordinary course of business since 27th January, 2002 (the date two years prior to the
commencement of the Offer Period) which are or may be material:

() LLC Agreement

An agreement dated 10th March, 2004, as amended and restated on 25th March, 2004 and
19th April, 2004 and further amended on 27th April, 2004 {the LLC Agreement), has been
entered into between Starbell Investors, L.L.C,, Kerzner Investments Acquisitions Limited and
Waterford Group investments, L.L.C. {collectively, the Members) regarding the conduct of the
business of BLB Investors. BLB investors' purpose is to, directly or indirectly, acquire shares in
Wembley and to engage in all business and investment activities of any nature relating to, or
involving, Wembley and its assets and/or the ownership of such shares, and all other activities
reasonably necessary to carry out such purpose. The Members initially contributed to BLB
investors an aggregate amount of approximately U5$50.325 million according to their
original respective percentage interests of 50 per cent., 25 per cent. and 25 per cent. In
connection with the purchase of certain Wembley Shares from Active Value, the Members
agreed under the LLC Agreement to modify their respective percentage interests to 37.5 per
cent., 37.5 per cent., and 25 per cent. respectively, and to contribute additional capital
(i) sufficient to purchase the Wembley Shares preceding and pursuant to the Offer,
(i) sufficient to pay expenses related to the Offer, and (iii) to the extent necessary, to effect
any duly approved investments or expenditures, each such additional contribution to be made
according to the respective percentage interests of the Members.

Under the LLC Agreement, BLB Investors may issue additional interests and thereby admit new
members up to a 100-member limit. The percentage interests of the Members shall be
adjusted as necessary so that they are in proportion to the Members' respective cumulative
capital contributions to BLB Investors. Kerzner investments Acquisitions Limited and
Waterford Group Investments L.L.C. have entered into a voting agreement pursuant to which
they have agreed to make certain decisions related to certain provisions on a joint basis,

The LLC Agreement also provides for the management of BLB Investors by a Management
Committee — to be composed of twe Starbell Investors, L.L.C. representatives, two Kerzner
Investments Acquisitions Limited representatives (only one of which shall have voting rights)
and one Waterford Group Investments L.L.C. representative —~ which will, among other things,
calculate and determine funds to be distributed to the Members periodically in proportion to
their respective percentage interests. The LLC Agreement also provides that any Member or its
affiliates may, upon approval of the Management Committee, provide credit enhancement
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for any obligation of BLB investors which, if drawn upon, will be treated as a loan by such
Member to BLB Investors.

The LLC Agreement also sets out a procedure for the development of casinos on certain of
BLB Investors’ UK properties by Kerzner Investments Acquisitions Limited.

in addition, the Members and BLB Investors have agreed that, as soon as reasonably
practicable following the closing of the Offer, they will procure that the Wembley Shares are
de-listed from the Official List and that admission to trading on the London Stock Exchange is
cancelled.

The LLC Agreement provides that, to the extent available, BLB investors will implement the
compulsory acquisition procedure set out in sections 428 to 430F of the Companies Act in
respect of any minority shareholdings in Wembley. BLB Investors will re-register Wembley as a
private company and thereafter convene extraordinary general meetings of Wembley to
approve the re-registration and the provision of financial assistance by Wembley in
accordance with the Companies Act.

The Members have also agreed to certain procedures to avoid the possible loss of any gaming
licences of BLB Investors or the Members or their affiliates in the event of a criminal or civil
investigation or other action or inaction of one of the Members and/or their employees,
affiliates or associates.

(i) Arrangements with Active Value

BLB Investors has entered into two agreements with Active Value {(acting on behalf of Active
Value Capital, L.P, AVC CIP, L.P., Active Value Pledge Fund, L.P., Active Value Capital, Inc. and
Active Value Euro Partners, Inc.); one on 10th March, 2004 and the other on 18th March, 2004
in relation to the 7,732,500 Wembley Shares which were then controlled by Active Value.

On 10th March, 2004, BLB Investors acquired 2,811,108 Wembley Shares from Active Value at a
price of 800 pence per share.

BLB Investors was granted an option (the Option) on 10th March, 2004 by Active Value to
acquire 1,870,602 shares representing 5.39 per cent. of Wembley's issued share capital (the
Option Shares), The Option was exercisable (subject as mentioned below) at 800 pence per
Wembley Share at or before (and would lapse after) 10.00 am on 30th March, 2004 unless an
announcement by BLB Investors of a firm intention to make an offer for Wembley had been
made by then. Once an offer had been announced, the Option would become exercisable at
the same price per share as under that offer. Once exercised, completion of the Option was
subject only to the HSR Condition.

It was agreed that before an offer was announced by BLB Investors, if another party (including
MGM MIRAGE) announced an offer for Wembley at a price In excess of 800 pence per
Wembley Share (disregarding consideration arising from the Lincoln Park Reorganisation
under MGM MIRAGE’s offer or anything simifar thereto), the Option (if it had not been
already exercised) would only be exercised by BLB Investors if it announced an offer at or
before 10.00 am on 30th March, 2004. The Original Offer was announced before 10.00 am on
30th March, 2004.

BLB Investors further agreed on 10th March, 2004 (by way of put and call options exarcisable
by Active Value or BLB Investors) that it would, in certain circumstances, acquire up to 520,576
of the shares it held in Wembley, representing 1.50 per cent. of Wembley, from Active Value at
a price of 800 pence per Wembley Share, BLB Investors and Active Value agreed on
18th March, 2004 that these 520,576 shares would be subject to the Option as if added to and
included among the Option Shares. if BLB Investors had not announced a firm intention to
make an offer at or before 10.00 am on 30th March, 2004 {or if it had announced a firm
intention to make an offer which had by then lapsed or been withdrawn), then Active Value
would have been able to sell and require BLB Investors to buy the 520,576 shares at 800 pence
per Wembley Share conditiona! only upon the HSR Condition.
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{b)

On 18th March, 2004 Active Value agreed to sell 2,530,214 Wembley Shares (the Remaining
Shares} to BLB investors conditional only upon an announcement of an offer at or before
10.00 am on 30th March, 2004 and the satisfaction of the HSR Condition. The consideration for
the Remaining Shares was agreed to be 800 pence per Wembley Share.

On 31st March, 2004, BLB investors acquired 520,576 Wembley Shares from Active Value at a
price of 80D pence per share.

As a result of the necessary notifications and filings having heen made and, on 14th April,
2004 at 11.59 p.m. {New York City time) all relevant waiting periods having expired under the
United States Hart-Scott-Rodino Antitrust improvements Act of 1976 (a5 amended), on 16th
April, 2004 BLB investors acquired 2,811,108 Wembley Shares from Active Value at a price of
800 pence per share.

(iif) Wembley Inducement Fee Agreement

Under the terms of a letter agreement dated 20th April, 2004, Wembley agreed to pay an
inducement fee to BLB Investors in certain circumstances, further details of which are set out
in paragraph 14 of Part Il of this document.

BLB Acquisition and other members of the BLB Investors Group

The following contracts have bean entered into by BLB Acquisition and other members of the
BLB investors Group atherwise than in the ordinary course of business since 27th January, 2002
{the date two years prior to the commencement of the Offer Period) which are or may be
material:

(f)  Senior Secured Commitment Letter

A senior secured facilities commitment letter agreement dated 15th April, 2004 and amended
on or about 29th April, 2004 {the Senior Commitment Letter) was made between BLB
Worldwide Holdings, Inc. (the Borrower) as original borrower, BLB Acquisition
Corporation, Ltd. (UK Parent), BLB Worldwide, Inc. (US Parent), and BLB Acquisition as original
guarantor, Deutsche Bank Trust Company Americas and JPMorgan Chase (the Initial Lenders)
and Deutsche Bank Securities Inc. and J.P. Morgan Securities Inc. as mandated lead arrangers
and bookrunners. Pursuant to the Senior Commitment Letter, the Initial Lenders have agreed
to make available to the Borrower a term loan facility in 2 maximum aggregate principal
amount of US$240,000,000 (the Term Facility) and a revolving credit facility of US$60,000,000
{the Revolving Facility and together with the Term Facility, the Senior Secured Facilities).

The Term Facility was obtained (i) for financing the consideration payable by BLB Acquisition
for the Wembley Shares pursuant to the Offer, (ii) for financing the consideration payable by
BL8 Acquisition for the Wembley Shares acquired pursuant to the compuisory acquisition
procedures under the Companies Act and (iii) for financing the consideration payable to
holders of options and awards to acquire Wembley Shares pursuant to any proposal of the City
Code. The Term Facility was also obtained for the purpose of financing the payment of all fees,
costs and expenses associated with the Offer and its financing. The Revolving Facility was
obtained to finance the consideration payable by BLB Acquisition for the Wembley Shares
pursuant to the Offer, as well as to finance the payment of any amounts which become due
and payable under the Senior Secured Facilities prior to completion of the acquisition of
100 per cent. of the Wembley Shares and to finance the payment of fees, costs and expenses
associated with the Offer and its financing. The Revolving Facility was also obtained for
working capital and general corporate purposes of the Wembley Group. The availability of
the Senjor Secured Facilities is conditional on, inter alia, the Offer becoming or being declared
unconditional in all respects.

The rate of interest applicable to the Senior Secured Facilities is the aggregate of applicable
LIBOR or base rate plus a margin. The Term Facility is repayable six years after completion of
the acquisition of 100 per cent. of the Wembley Shares and will amortise at an amount equal
to 1 per cent. per annum for the first five years and in an amount equal to 23.75 per cent. per
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quarter in the sixth year. The Revolving Facility will terminate on the date that is five years
after completion of the acquisition of 100 per cent, of the Wembley Shares,

The obligations of the Borrower under the Senior Commitment Letter and the Senior Secured
Facilities are guaranteed by BLB Acquisition and, following completion of the acquisition of
100 per cent. of the Wembley Shares and compliance with regquirements of applicable law
(including, where appropriate, the financdial assistance laws of England or any similar or
equivalent laws or regulations under the laws of any other applicable jurisdiction), will be
guaranteed by each direct or indirect subsidiary of BLB Acquisition incorporated or formed in
the US and Wembley Holdings Ltd. Such guarantors will also (subject to compliance with
financial assistance laws of England or any similar or equivalent laws or regulations under the
laws of any other applicable jurisdiction) grant security over certain of their assets in favour of
Deutsche Bank Trust Company Americas (as collateral agent for the benefit of the lenders
under the Senior Secured Facilities).

The Senior Commitment Letter contains conditions precedent, representations, warranties
and undertakings, including financial condition covenants, in favour of the lenders of the
Senior Secured Facilities which are typical of this type of financing transaction. it also contains
customary events of default upon the occurrence of which the banks may terminate and
demand repayment of the Senior Secured Facilities.

(i)  Bridge Facility Commitment Letter

A bridge facility commitment letter dated 19th April, 2004 and amended on or sbout
29th April, 2004 (the Bridge Commitment Letter} was made between the Borrower as original
borrower, UK Parent, US Parent, and BLB Acquisition as original guarantor, Deutsche Bank AG
Cayman Islands Branch and JPMorgan Chase (the Initial Lenders) and Deutsche Bank
Securities Inc. and J.P. Morgan Securities Inc. as mandated lead arrangers and bookrunners.
Pursuant to the Bridge Commitment Letter, the Initial Lenders have agreed to provide a
bridge facility in 2 maximum aggregate principal amount of U$$206,000,000 (the Bridge
Facility).

The Bridge Facility was obtained for financing the consideration payable by BLB Acquisition
for the Wembley Shares pursuant to the Offer and for financing the payment of all fees, costs
and expenses associated with the Offer and its financing. The availability of the Bridge Facility
is conditional on, inter alia, the Offer becoming or being declared unconditional in all
respects.

The rate of interest applicable to the Bridge Facility is the aggregate of applicable LIBOR plus a
margin, subject to upwards adjustments. The Bridge Facility is repayable in one instalment
one year after the funding thereof but, upon the satisfaction of certain conditions, the
maturity thereof may be extended to the eighth anniversary of the initial funding thereof.

The lenders under the Bridge Facility have the benefit of the same guarantees as the lenders
under the Senior Secured Facilities; however, the Bridge Facility is unsecured.

The Bridge Commitment Letter contains conditions precedent, representations, warranties
and undertakings, in favour of the lenders of the Bridge Facility which are typical of this type
of financing transaction. It also contains customary events of default upon the occurrence of
which the banks may terminate and demand repayment of the Bridge Facility.

(iii) Senior Secured Facilities Fee Letter

Under a letter dated 19th April, 2004 from the Initial Lenders and Lead Arrangers under the
Senior Commitment Letter to UK Parent, BLB Acquisition, the Borrower and US Parent, UK
Parent, BLB Acquisition, the Borrower and US Parent agreed to pay the fees set out in the
letter.
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{iv] Senior Bridge facility Fee Letter

Under a letter dated 19th April, 2004 from the Initial Lenders and Lead Arrangers under the
Bridge Commitment Letter to UK Parent, BLB Acquisition, the Borrower and US Parent, UK
Parent, BLB Acquisition, the Borrower and US Parent agree to pay the feesset out in the letter.

(v} Debenture

On 19th April, 2004, a debenture was made between UK Parent and BLB Acquisition as the
charging companies and Deutsche Bank Trust Company Americas as collateral agent, as
security for any and all moneys and liabilities due, owing or incurred by UK Parent and BLB
Acquisition under the Senior Commitment Letter and all other finance documents entered
into in connection with the Senior Commitment Letter. Pursuant to the debenture, each of UK
Parent and BLB Acquisition grants fixed and floating security over afl of its assets and
undertaking including {once acquired) the Wembley Shares (provided, however, that BLB
Acquisition does not grant security over more than 65 per cent. of the shares of any non-US
subsidiary (including, without limitation, the Wembley Shares)).

(vi) Borrower Pledge Agreement

On 19th April, 2004, a pledge agreement was made by the Borrower as pledgor in favour of
Deutsche Bank Trust Company Amerlcas as collateral agent under which the Borrower secured
all of its obligations and liabilities which may arise under, out of, or in connection with the
Senior Commitment Letter and all other finance documents entered into in connection with
the Senior Commitment Letter. Pursuant to the pledge agreement, the Borrower grants a first
priority security interest in all of its right, title and interest in the capital stock of BLB
Acquisition,

{vii} Financing Engagement Letter

On 19th April, 2004, an engagement letter (the Engagement Letter) was made between BLB
Investors, UK Parent, US Parent, the Borrower, BLB Acquisition (together the lssuer) and
Deutsche Bank Securities Inc. and J.P. Morgan Securities Inc. (together the Managers).
Pursuant to the Engagement Letter, the Issuer appointed the Managers to provide advice and
assistance in connection with the proposed issuance of debt and/or preferred equity securities
to finance the purchase of Wembley.

(viii) Sponsor Letter

On 19th April, 2004, a sponsor letter was made between .BLB investors, Deutsche Bank
Securities Inc., Deutsche Bank Trust Company Americas, Deutsche Bank AG Cayman islands
8ranch, JPMorgan Chase and J.P. Morgan Securities Inc. (together the Managers). Pursuant to
the sponsor letter, BLB Investors agreed 1o be bound jointly and severally with UK Parent, US
Parent, the Borrower and BLB Acquisition for the purposes of the Senior Commitment Letter
and Bridge Commitment Letter and to use its commercially reasonable efforts to cause UK
Parent, US Parent, the Borrower and BLB Acquisition to comply with such letter agreements.

(ix}) Indemnity Letter

On 19th April, 2004, an indemnity letter was made between BLS Investors, UK Parent,
US Parent, the Borrower, BLB Acquisition, Deutsche Bank Securities Inc, and J.P. Morgan
Securities Inc. (together the Managers) whereby the BLB Investors Group agreed to indemnify
and hold harmiess the Managers in respect of any losses, claims, damages, liabilities or
expenses arising out of or in connection with any acts or omissions of the BLB investors Group
under the Engagement Letter.

(x) Letter of Undertaking

On 30th April, 2004, a letter agreement was made between BLB Acquisition and Wembley
under which certain undertakings were given by each party to the other principally in
connhection with steps to be taken or procured by BLB Acquisition if and when the Offer
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)

{c)

(d)

(e)

becomes or is declared wholly unconditional. A more detailed summary of this agreement is
set out in sub-paragraph (f)(xi) below.

(xi} Letter of indemnity from BLB Investors to Mourant & Co Trustees Limited

By a letter dated 30th April, 2004, BLB Investors has agreed to indemnify Mourant & Co
Trustees Limited, subject to their becoming the trustees of the trust which will own the
Independent Entity, against certain liabilities which they may incur arising from the Lincoln
Park Litigation.

Starwood Capital

There are no contracts which have been entered into by Starwood Capital otherwise than in
the ordinary course of business since 27th January, 2002 (the date two years prior to the
commencement of the Offer Period) which are or may be material.

Kerzner

The following contracts have been entered into by Kerzner otherwise than in the ordinary
course of business since 27th January, 2002 (the date two years prior to the commencement of
the Offer Period) which are or may be material:

(i) Bahamian Government Heads of Agreement

Kerzner has entered into heads of agreement with the Bahamian Government, which
provides Kerzner with certain tax incentives in exchange for Kerzner investing in the
expansion of Atlantis, Paradise Island, The agreement was restated on 26th May, 2003. The
restated Heads of Agreement maintain the current basic casino tax and fee structure which
calls for an annual licence fee of US$100,000 per thousand square feet of casino space, a
minimum annual casino tax aof US$4.3 millian on aill gaming win up to US$20.0 million, a
12.5 per cent. win tax on gaming win between US$20.0 million and US$120 million and a
10 per cent. win tax on gaming win in excess of US3$120.0 million. Against this, Kerzner is
entitled to a credit of US$5.0 million in relation to the annual licence fee and a 45 per cent.
credit against all win tax on gaming win between U5$20.0 million and US$120.¢ mitlion. The
basic tax and fee structure was amended so that all gaming win in excess of U5$20.0 million is
subject to a win tax of 10 per cent, and is effective for a period of 20 years after the earlier of
the date of the substantial completion of the Phase 1l Expansion and 31st December, 2007 {the
Relevant Date). in addition, the US$5.0 million credit against the annual licence fee shali
remain, and the credit against win tax shall become 50 per cent, against all win tax on gaming
win over U$$20.0 million. However, the 50 per cent. credit will not apply to gaming win in
excess of US$175.0 million in any year until 2010, and U5$200 million in each succeeding year.
These credits shall also apply from the commencement of construction of Phase li-A and
extend for a period of eleven years from the Relevant Date.

(i) Joint Venture with Nakheel LLC

In September, 2003, Kerzner entered into agreements to form a joint venture with
Nakheel! LLC, a government-owned entity {Nakheel), in Dubai to develop Atlantis, The Palm,
The first phase of the project will include a resort and an extensive water theme park situated
on beachfront property. Atlantis, The Paim will be focated on The Palm, Jumeirah, a land
reclamation project in Dubai. Kerzner and Nakheel have each agreed to invest US$60 million
in the form of equity financing to the project, with the balance of the financing, which may
include an equity component, expected to be raised at the project level. As part of the
transaction, Kerzner has agreed to enter into a development services agreement and a
long-term management agreement with the joint venture company.

Waterford

There are no contracts which have been entered inta by Waterford atherwise than in the
ordinary course of business since 27th January, 2002 (the date two years prior to the
commencement of the Offer Period) which are or may be material,
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Wembley

The following contracts have been entered into by members of the Wembley Group otherwise
than in the ordinary course of business since 27th January, 2002 (the date two years prior to
the commencement of the Offer Period) which are or may be material:

(i)  Sale of Wembley Sports Arena Limited

Under the terms of an agreement dated 11th March, 2002 between Wemblay and Keith
Prowse Limited, Keith Prowse Limited agreed to purchase the entire issued share capital of
Wembley Sports Arena Limited for an initial consideration of £5 million and deferred
consideration, payable on 11th March, 2004, of £550,000 plus interest accrued thereon. The
agreement contained limited warranties and a tax indemnity given by Wembley in favour of
Keith Prowse Limited. Wembley's liability under such warranties has since ceased. The
deferred consideration was received in March, 2004,

(i) Sale of the Wembley ticketing business

Under the terms of an agreement dated 13th June, 2002 between Wembley International
Limited (WIL) and the Way Ahead Group Limited (WAG), WIL disposed of its retail ticketing
business (the Business) to WAG for an initial consideration of £150,000 and deferred
consideration payable monthly {during 2003 and 2004) in respect of a proportion of revenue
arising under certain contracts novated by WIL to WAG as part of the disposal of the Business.
The deferred consideration is capped at £1 million less 10 per cent. of the revenue arising and
paid during the 2003 and 2004 calendar years. £444,000 was paid by WAG in respect of the
2003 calendar year.

(iii) Sale of Wembley (London) Limited

Under the terms of two agreements dated 6th August, 2002 between Wembley and
Chesterfield (No. 40) Limited {Chesterfield), the ultimate holding company of which is
Quintain Estates and Development Plc (Quintain), Chesterfield purchased the entire issued
share capital of Wembley {London) Limited (WLL} and of certaln subsidiaries of Wembley (the
Subsidiaries). The consideration was an initial consideration of £16.0 million and deferred
consideration payable in two instalments, one of £18.0 million (subject to adjustment
following agreement of completion accounts) and the second of £14.0 million, payable on or
prior to 1st December, 2003 and 1st December, 2004 respectively. The consideration was
subject to a pound for pound adjustment to reflect the amount the net assets of WLL were
shown to be above or below £48.0 million, as determined in accordance with the completion
accounts. Following agreement of the completion accounts, the consideration was increased
to £48.6 million. Inter-company balances owing to WLL by Wembley of £3.6 million and
£0.2 million were to be paid on 1st December, 2003 and 1st December, 2004 respectively. An
inter-company balance of £0.5 million payable by WLL to Wembley is to be paid on 1st June,
2004.

The obligations of Chesterfield under these agreements are secured by a guarantee given by
Quintain and the deferred consideration due under the agreements is secured by a debenture
given by WLL and the Subsidiaries {together with WLL, the Chargors) to Wembley. The
debenture includes a legal mortgage over the Palace of Arts, part of the Palace of Industry, the
Music Centre and Exhibition Halls 2 and 3 at the Wembley Complex (Plot B) and the balance of
the Wembley Complex then owned by the Chargors (including the Conference Centre and
Exhibition Hall 1) but excluding the Wembley Arena and the bingo cdub.

All payments due on 1st December, 2003 (amounting to £15.0 million net of the inter
company balance of £3.6 million) were paid and, accordingly, Wembley can be required to
release Plot B from the charges created by the debenture.

These agreements contain warranties and indemnities given by Wembley to Chesterfield and
Quintain customary for a transaction of this nature.
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(iv) Sale of The Corporate Innovations Company Limited

Under the terms of an agreement dated 5th February, 2003 between Wembley Event
Management Services Limited (WEMSL) and Gunroom Holdings Limited (Gunroom), Gunroom
purchased the entire issued share capital of The Corporate Innovations Company Limited {(CIL)
from WEMSL, save for one "A’ Ordinary Share of €1, and WEMSL subscribed for one
“A" Ordinary Share of £1 in Gunroom.

The consideration for the sale was (i) an initial payment to WEMSL of £50,000; (ii) £1,000,000
by way of the issue of secured loan stock in Gunroom repayable between 31st March, 2004
and 31st December, 2005; and (iii) the issue of variable convertible loan stock in Gunroom,
repayable on 31st December, 2006 or earlier in the event of a change of control of Gunroom
or CIL prior to 31st December, 2006, the amount of the repayment being calculated by
reference to the value of CIL and Gunroom. In addition, Wembley agreed to make a working
capital facility of up to £150,000 available to CIL until 1st April, 2005,

The "A” Ordinary Share of £1 in CIL retained by WEMSL and the “A” Ordinary Share of £1 in
Gunroom acquired by WEMSL grant WEMSL the right to appoint a director to the board of
each respective company and veto certain material decisions relating to each respective
company. The "A" Ordinary Shares do not carry voting or dividend rights and only a {imited
right to a return of capital on a winding up of the respective company.

The agreement contains warranties given by WEMSL. The obligations of Gunroom under the
two loan stock instruments are secured by charges in favour of WEMSL over the issued share
capital of Gunroom and CIL. In addition, CIL agreed to repay £200,000 of an inter-company
loan owed by CIL to WEMSL.

On 9th March, 2004, the obligation to provide CIL with a working capital facility of up to
£150,000 was novated from Wembley to one of its subsidiary companies, Arena Limited
{Arena).

By way of a deed of amendment signed on 21st April, 2004 by Wembley, WEMSL, Arena,
Gunroom and CiL:

A.  WEMSL released Gunroom and CIL from their obligations and liabilities with regard to
both the £1,000,000 of secured loan stock in Gunroom and the variable convertibie loan
stock in Gunroom;

B. CiL released Arena from its obligations to provide a £150,000 working capital facility;

C.  Gunroom released WEMSL from substantially all of its obligations under the share sale
agreement; and

D. Wembley agreed to acquire up to £600,000 of tax losses from CiL (dependent upon
Wembley's ability to utilise such losses) for a maximum payment of £114,000 i.e. at an
effective tax rate of 19 per cent. An initial payment of £50,000 was made.

(v} Acquisition of The Perry Barr Greyhound Racing Club Limited

Pursuant to an offer document dated 3rd May, 2003, GRA acquired the entire issued share
capital of The Perry Barr Greyhound Racing Club Limited (Perry Barr) for £4.2031 in cash for
each Perry Barr share {the GRA Offer). The GRA Offer valued the whole of the issued share
capital of Perry Barr at approximately £4.2 million.

Perry Barr is the tenant of Perry Barr Greyhound Racing Stadium in Birmingham under two
leases. The lease of the racing stadium is for a term of 99 years from 17th January, 1986 and
the current yearly rent is £52,350. The other lease is of a small parking area and is for a term
starting on 25th December, 1992 and ending on 17th November, 2085. The current yearly rent
is £15,000. The yearly rents reserved by both leases are subject to upwards only reviews on
25th December, 2005 and every fifth anniversary of that date.
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On 27th May, 2003, the Offer was declared unconditional. GRA received valid acceptances in
respect of 97.4 per cent. of the Perry Barr shares. The compulsory acquisition procedure to
acquire the remaining Perry Barr shares under sections 428 and 429 of the Companies Act was
concluded around 25th July, 2003,

In connection with the GRA Offer, a deed of warranties and indemnities dated 2nd May, 2003
was entered into between George Maurice Buckland, Ronald Roy Wiiliams, Charlas James
Williams (together the Warrantors) and GRA. Pursuant to this agreement, the Warrantors
made representations and warranties, and gave indemnities and covenants, to GRA in
connection with Perry Barr.

in addition, a certificate of title relating to Perry Barr Greyhound Racing Stadium was given to
GRA by Perry Barr's solicitors, Messrs Dawkins and Grey.

{vi) MGM Inducement Fee Agreement

Under the terms of a letter agreement dated 23rd January, 2004 (as amended by a letter
agreement dated 8th April, 2004), Wembley has agreed to pay MGM MIRAGE an inducement
fee of approximately £3.0 million in the event that:

A. the Wembley Directors withdraw their unanimous recommendation to the Wembley
Shareholders to accept the MGM MIRAGE Offer (other than in the circumstances where
it is withdrawn as a result of and, in Wembley’s reasonable opinion, because of the act or
omission of MGM MIRAGE) and subsequently the MGM MIRAGE Offer lapses or is
withdrawn in accordance with its terms; or

B. any person unconnected with MGM MIRAGE makes a takeover proposal which
subsequently becomes or is declared unconditional in all respects or is otherwise
completed or implemented and, for these purposes, “takeover proposal” means any
offer (as defined in the City Code) for Wembley or other business combination invoiving
the acquisition of control of Wembley or of all or a material part of the assets of
Wembley (including, without limitation, the Lincoln Park Business).

{(vii} BLB Inducement Fee Agreement

Under the terms of a letter agreement dated 20th April, 2004, Wembley agreed to pay an
inducement fee to BLB Investors in certain circumstances, further details of which are set out
in paragraph 14 of Part Il of this document.

(viii) Funding Agreement

A Funding Agreement, effective as of 26th January, 2004, was entered into between Lincoln
Park Inc. and the United States, acting by and through the US Attorney, in connection with the
Lincoln Park Litigation,

Pursuant to this Agreement, the US Attorney confirmed that US$8 million is the maximum
aggregate fine that would be sought against Lincoln Park Inc. under the Lincoln Park
Litigation and accordingly Lincoln Park Inc. agreed to deposit US$8 million (the Escrow
Amount) into an escrow account to be administered by Wachovia Bank, National Association
{the Agent) on the terms of the Escrow Agreement described in sub-paragraph (ix) below.

The US Attorney has accordingly agreed that, in the event that Lincoln Park Inc. is subject to a
guilty verdict and a fine is assessed against Lincoln Park Inc.,the US Attorney’s sole recourse
will be to seek payment of any fines from the Escrow Amount. Other than any rights or ¢laims
to the Escrow Amount, the US Attorney has agreed not to assert any rights or claims to any
property of UTGR, Lincoln Park Inc. or any entity controlling or controlled by Lincoln Park Inc,
and their respective successors and assigns. The US Attorney has also waived any objections to
the Lincoln Park Reorganisation and the related transactions contemplated in this document.
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(ix} Escrow Agreement

An Escrow Agreement, effective as of 26th January, 2004 and entered into between Lincoln
Park Inc., the United States, acting by and through the US Attorney, and the Agent, governs
how the Agent shall hold, and disburse any monies from, the Escrow Amount. The Agent shall
disburse the Escrow Amount at any time upon a joint written direction from the
representatives of Lincoln Park Inc. and the US Attorney. The Escrow Agreement remains in
effect until the disposition of all the charges against Lincoln Park Inc. in connection with the
Lincoln Park Litigation.

{x) Sale of the greyhound racing stadium at Catford, London

Pursuant to a transfer dated 31st March, 2004 entered into between GRA Limited (GRA) and
The Urban Regeneration Agency (known as English Partnerships), GRA transferred the
freehold land and property known as Catford Stadium, Catford, London SE6 to English
Partnerships for £7,500,000 in cash. Simultaneously, GRA also assigned the property (for the
sum of £1} to English Partnerships for the remainder of the term granted by (i) three leases ali
dated 9th September, 1993 and all entered into between British Railways Board (BRB) and
GRA and (i} a deed dated 25th March, 1994 and made between BRB and GRA.

(xi} Letter between BLB Acquisition and Wembley and documents to be entered into
pursuant to the letter (including the LPR Separation Agreement and security
arrangements)

BLB Acquisition and Wembley have signed a letter agreement dated 30th April, 2004 under
which BLB Acquisition and Wembley have agreed to procure the entry into of the following
arrangements (subject to such changes as they may agree):

A.  BLB Acquisition will procure the establishment of the independent Entity, following
which Wembley has agreed that it will enter into the LPR Separation Agreement with
the Independent Entity in the form of an agreed draft. The Lincoln Park Recrganisation
and the sale by Wembley of LPR to the Independent Entity will be implemented, shortly
prior to the Offer becoming or being declared unconditional in all respects, pursuant to
the LPR Separation Agreement on terms as described in Part !l of this document. Subject
to limited exceptions, BLB Acquisition will declare the Offer wholly unconditional
promptly following the sale of LPR to the Independent Entity pursuant to the LPR
Separation Agreement. Wembley will ensure that LPR will become a party to the
Separation Agreement before LPR is sold to the independent Entity. The LPR Separation
Agreement will lapse in the event that the Offer lapses or is withdrawn or a person other
than BLB Acquisition acquires control of Wembley.

B. Subject to BLB Acquisition having acquired the requisite ownership of Wembley after
the Offer becomes or is declared unconditional in all respects, Wembley will be
re-registered as a private company, delisted from the Official List and withdrawn from
trading on the London Stock Exchange. Subject to Wembley's directors and auditors
being abie to make the necessary declarations and reports, Wembley will in accordance
with sections 155 to 158 of the Companies Act provide security for BLB Acquisition’s
obligation to satisfy the LPR Entitlements by granting security over the consideration
due from the Independent Entity for the sale of LPR.

Other information

Save as disclosed in paragraph 8(j) of this Appendix V, no agreement, arrangement or
understanding (including any compensation arrangement) exists between BLB Acquisition or
any party acting in concert with BLB Acquisition and any of the Wembley Directors, recent
directors, shareholders or recent shareholders of Wembley having any connection with or
dependence upon the Offer.
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(b)

(3]

(d)

{e)

M

(a)

()

(b}

No agreement, arrangement or understanding exists whereby any Wembley Shares acquired
in pursuance of the Offer will be transferred to any other person, save that BLB Acquisition
reserves the right to transfer any such shares to any other member of the BLB investors Group.

JPMorgan has given and not withdrawn its written consent to the issue of this document with
the references to its name in the form and context in which they appear.

Hawkpoint and Merrill Lynch have given and not withdrawn their written consent to the issue
of this document with the references to their respective names in the form and context in
which they appear.

Ernst & Young L.L.P. has given and not withdrawn its written consent to the issue of this
document with the references to its name in the form and context in which they appear.

Save as disclosed in Appendix IV to this document, the BLB Acquisition Directors are not aware
of any material change in the financial or trading position of Kerzner since 31st December,
2003, the date to which the last audited consolidated accounts of Kerzner were published.

Save as disclosed in this sub-paragraph, there has been no material change in the financial or
trading position of Wembley since 31st December, 2003, the date to which the last audited
consolidated accounts of Wembley were published.

In 1998, the Provisional Urban Council of Hong Kong, having terminated Wembley's ten-year
contract for the management of the Hong Kong Stadium, filed a claim in the High Court of
Hong Kong against Wembley for a declaration that the said contract was lawfully terminated
and seeking damages for breach aof contract. The Wembley Directors were of the opinion that
the claim was wholly without foundation and, as such, the Wembley Group defended the
claim and counter-claimed for a declaration that the contract was unlawfully terminated and

sought damages for breach of contract. At the date of its termination, the contract was in its

fifth year and had, to that date, earned Wembley approximately £1.2 million.

The claim and counter-claim were heard in a trial in Hong Kong that began in December, 2003
and concluded in January, 2004. In a judgment delivered on 19th March, 2004, the presiding
judge found in favour of Wembley and against the Hong Kong Secretary for Justice. Wembley
was vindicated in all respects in its decision to contest the premature termination of
Wembley’s contract to manage the Hong Kong Stadium. Subject to any appeal by the Hong
Kong Secretary of Justice, the judgment resuited in the award to Wembley of damages of
approximately £1.5 miliion. Interest on the damages award and the reimbursement of costs
will be assessed at a later stage. The Hong Kong Secretary of Justice has 28 days from
22nd April, 2004 in which to lodge an appeal.

Service contracts of the Wembley Directors
The executive directors have entered into service agreements with Wembley as follows:

Notice Notice Current

Unexpired  period from  period from annual

Name Date of contract term Wembley director salary

Claes Hultman . . 13th October, terminable 1 month 1 month £540,000
2003 on notice ‘

Mark Elliott . ... 13th January, terminable 12 months 12 months £180,250

1999 on notice

Further details of the executive directors’ service agreements with Wembley are set out below:

Claes Hultman

{i) Mr Hultman was appoinied to the Wembley Board as non-executive Chairman in 1995.
On 10th September, 2003, he commenced employment with Wembley as Chairman and
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Chief Executive. Mr Hultman has a service agreement with Wembley dated 13th October,
2003, under which his employment is terminable by either party giving one month’s
notice. Mr Hultman's current salary is £45,000 per month,

(i) Prior to Mr Hultman commencing employment with Wembley on 10th September, 2003,
he was appointed to the Wembley Board as non-executive Chairman under a letter of
appointment with Wembley dated 24th March, 1995. This letter of appointment was
superseded with effect from 1st October, 1999 by a supply of services agreement
between City Reset Ltd and Wembley dated 27th September, 1999 (the Supply
Agreement) under which Mr Hultman continued to provide his services as Chairman of
the Wembley Board. The Supply Agreement has been suspended for the duration of his
employment with Wembley and will resume on the termination of his employment, The
Supply Agreement expires on 30th September, 2005, uniess he resigns or Wembley gives
City Reset Ltd twelve months’ notice. The annual fee for the provision of Mr Hultman’s
services as Chairman under the Supply Agreement is £80,000. He is also entitled to
receive £700 per month in respect of office expenses. Both amounts are exclusive of VAT.

(i1} The employment of Mr Hultman from 10th September, 2003 in the combined role of
Chairman and Chief Executive was only intended as a short-term solution to the
problems caused by the issue of the Indictment in Rhode Island. The Wembiey Board has
always been committed to corporate governance best practice, which would require
that the roles of Chairman and Chief Executive be split. It was therefore decided that, in
the event that a sale of Wembley was not concluded in the short term, Mr Hultman
would assume the role of Chief Executive on a permanent basis and a new non-executive
Chairman would be sought.

Accordingly, in an agreement dated 17th December, 2003, Wembley and Mr Hultman
agreed that, in the event that Wembley appointed a new Chairman, Mr Hultman would
be appointed as Chief Executive and Mr Hultman’s terms and conditions of employment
as Chief Executive would be amended so as (i} to delete the term within his current
service agreement that allows for the resumption of the Supply Agreement in the event
of the termination of his service agreement, (ii) his remuneration would, until the
conclusion of the Lincoln Park Litigation, be on the same terms as those contained in his
service agreement, namely a salary of £45,000 per month with no entitlement to any
annual bonus, pension, share options or any other employee benefit, (iii) the foregoing
terms and conditions would, at the conclusion of the Lincoln Park Litigation, be
reviewed and, subject to mutuai consent, be amended to ensure that the structure of the
remuneration package is appropriately matched to the ongoing commercial objectives
of the role and the general principles of good practice for executive remuneration, and
(iv) the period of notice under the new agreement would be twelve months’ notice by
either party.

Mark Elliott

(i) Mr Efliott commenced employment with Wembley on 16th July, 1990. Mr Eiliott has a
service agreement with Wembley dated 13th January, 1999 under which his employment
may be terminated by either party giving twelve months' notice, save that if there is a
change of controf (as defined in section 840 of the Income and Corporation Taxes Act
1988) of Wembley, the period of notice required to be given by Wembley increases to
24 months. Mr Elliott’s current salary Is £180,250 per annum, He also receives £1,500 per
month as an alternative to the provision of a fully expensed company car, He is entitied
to participate in Wembley's discretionary bonus scheme. He is provided with life,
permanent health and private medical insurance cover. He is a member of The Wembley
1989 Pension Scheme under which he is entitled to special terms with a normal
retirement date of age 60 and an enhanced rate of pension accrual. He also receives an
additional pension contribution by way of salary supplement.
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(d)

(e)
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(i} Upon a change of control (including if the Offer becomes or is declared unconditional in
all respects), if Mr Elliott's employment is terminated by Wembley within six months
thereafter, he is entitled to a severance payment equal to 85 per cent. of the aggregate
of two years’ remuneration calculated by reference to the highest annuaf remuneration
{base salary together with banus) of the previous three years, together with a sum equal
to 85 per cent. of the value of two years’ contractual benefits. He will also be entitled to
receive this severance payment if he resigns upon giving Wembley 28 days’ notice within
six months of a change of control.

Upon the Offer becoming or being declared unconditional in all respects, Mr Hultman will
resign and receive one month’s salary pursuant to his current service agreement. In addition,
the provision of Mr Hultman's services under the Supply Agreement, which would otherwise
resume upon the termination of his employment with Wembley, will be terminated by
Wembliey and Wembley shall pay to the service provider, City Reset Ltd, twelve months’ fees
under the terms of the Supply Agreement.

Upon the Offer becoming or being declared unconditional in a}l respects, Mr Elliott will resign
and receive his contractual entitlement, as summarised in sub-paragraph (b){ii} above.

The remuneration committee has decided to award Messrs Hultman and Elliott discretionary
bonuses of £180,000 and £90,000 respectively in recognition of their contributions to the sale
process, such bonuses to become payable upon the Offer becoming or being declared
unconditional in all respects.

The non-executive directors have entered into letters of appointment dated 10th May, 1999
{as amended on 27th February, 2003) in the following terms:

Neil Chisman and Peter Harris have been appointed as non-executive directors, such
appointments to terminate on 9th May, 2005. Messrs Chisman and Harris receive annual
remuneration of £26,500 each. in addition, in 2003, Mr Chisman received a fee of £11,250 for
additional services provided to Wembley during 2003. They also each receive additional fees
of £1,500 for membership of the Audit and Remuneration Committees and £3,500 for chairing
such Committees. Mr Harris also serves as the senior independent director, for which he does
not receive a fee. They both serve on the Nominations Committee for which neither receives a
fee.

Upon the Offer becoming or being declared unconditional in all respects, both will resign and
receive payment on the terms set out above through to the end of their period of
appaointment on 9th May, 2005.

Nigel Potter resigned as Chief Executive of Wembley on 17th September, 2003 in order to
devote time to the preparation of his defence to the indictment issued against him in Rhode
island on 9th September, 2003. However, the terms of his service agreement dated
30th November, 1998 remain in force and are substantially the same as those relating to
Mr Elliott. Mr Potter commenced employment with Wembley on 1st September, 1992. His
current salary is £278,100 per annum.

Diana Bromley, the secretary of Wembley, will be made redundant within ane month of the
Offer becoming or being declared unconditional in ali respects and will be paid an enhanced
redundancy payment, in accordance with normal Wembley redundancy practice, of one
week’s salary for each of her 10 years of employment, together with a discretionary bonus of
£5,000 in recognition of her contribution to the sale process, in addition to the severance
payment to which she is entitled under the terms of her employment contract. The other six
Wembley head office employees (i.e. excluding Ms Bromiey and Messrs Hultrnan, Elliott and
Potter) will be made redundant within one month of the Offer becoming or being declared
unconditional in all respects and will be paid enhanced redundancy payments of one week's
salary per year of employment up to a maximum of 20 weeks, in accordance with normal
Wembley redundancy practice, together with an additional redundancy payment equivalent
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(e)
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to six manths’ salary in addition to the severance payments to which they are entitled under
the terms of their respective employment contracts.

The aggregate remuneration, including the bonuses and benefits in kind, paid to the
executive directors (including Mr Potter up to 17th September, 2003 and Mr Hultman from
10th September, 2003) during the year ended 31st December, 2003 was £575,000. The
aggregate amount payable to the executive directors under the arrangements in force as at
the date of this document (inciuding benefits in kind, but excluding bonuses) is estimated to
amount to £740,000 for the current financial year.

Save as disclosed above, there are no service contracts between any Wembley Director or
proposed director of Wembley and any member of the Wembley Group and no such contract
has been entered into or amended within the six months preceding the date of this document.

On 20th April, 2004, BLB investors and Wembley entered into a letter agreement under which,
inter alia, Wembley confirmed that (except as fairly disclosed to BLB Investors}): (i) there have
been no amendments to the employment arrangements of any Wembley Directors, head
office employees of the Wembley Group or senior employees of the Wembley Group
ordinarily employed outside the United Kingdom since 27th January, 2004; and (il) no
assurances have been given to any of the foregoing persons concerning arrangements
relating 1o termination of employment other than as set out in paragraph 5 of Part V(! of the
Scheme Circular. :

Upon the Offer becoming or being declared unconditional in all respects, the Wembley
Directors, acting as trustees on behalf of the head office empioyees of Wembley (the
Employees), may pay the sum described in the Scheme Circular as being due to the Employees
into an account from funds of the Wembley Group. The sum deposited into the account shall
be applied only in paying the Employees the relevant amounts (after deductions). Any
resulting balance in the account shall be repaid to Wembley upon the Employees’ aggregate
entitiements having been paid.

The trustees shall satisfy an Employee’s entitlement to his relevant amount if such Employee
has, one month after the Offer becomes or is declared unconditional, observed the terms of
his contract of employment and afforded reasonable co-operation and assistance to the
Wembley Group and the BLB Investors Group in connection with and for the purpase of (i) the
integration of the Wembley Group into the BLB Investors Group and (ii) effecting an orderly
and smooth hand-over of his role and responsibilities to such person{s) as BLB Investors may
require.

Documents available for inspection

Copies of the following documents will be available for inspection at the offices of Allen &
Overy, One New Change, London EC4M 9QQ, during usual business hours on any week day
{Saturdays and public holidays excepted) while the Offer remains open for acceptance:

the constitutional documents of BLB Acquisition;
the memorandum and articles of association of Wembley;

the audited consolidated accounts of Kerzner for the two financial years ended
31st December, 2003;

the audited consolidated accounts of Wembley for the two financial years ended
31st December, 2003;

the service agreements of the Wembley Directors of more than one year’s duration referred to
in paragraph 8 above;

the material contracts referred to in paragraph 6 above;
the written consents referred to in paragraphs 7(c), 7(d) and 7(e} above;
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(h) drafts of the principal documents to be entered into by the parties thereto to implement the
Lincoln Park Reorganisation {subject to any changes thereto as may be agreed between
Wembley, BLB Investors and the parties thereto);

(i) the rules of the Wembley Share Option Schemes;

i) adraft of the instrument to be executed by BLB Acquisition constituting the LPR Loan Notes,
the principal terms of which are summarised in Appendix Il to this document; and

(k) this document and the Form of Acceptance.

1st May, 2004
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Active Value

Applicable Tax

Australia

BLB Acquisition

BLB Acquisition Directors
BLB Acquisition Group
BLB Group

BLB Investors

BLEB Investors Group

business day

Canada

certificated or in
certificated form

City Code

Closing Price

Companies Act
Consortium

CREST

CRESTCo

APPENDIX VI

Definitions

Active Value Fund Managers Limited and, where the context so
requires, certain of its affiliates

the amount calculated by BLB Acquisition, acting in good faith, to
be its estimate of the aggregate tax liabilities of the BLB Group
arising from receipt of consideration for the saie of LPR and LPRI to
the Independent Entity pursuant to the LPR Separation Agreement,
the transfer or distribution of the sale proceeds from the Wembley
Group to BLB Acquisition and the payment by BLB Acquisition of the
LPR Entitlements

the Commonwealth of Australia, its territories and possessions

BLB Worldwide Acquisition, Inc, an indiret wholly-owned
subsidiary of BLB Investors, established for the purpose of acquiring
Wembley Shares pursuant to the Offer

the directors of BLB Acquisition
BLB Acquisition and its subsidiary undertakings

the Consortium and the subsidiary undertakings, affiliates and
associates of each of its members, the BLB Investors Group and the
Wembley Group and any investors in funds of which Starwood
Capital or its subsidiary undertakings, affiliates or associates are
partners

BLB Investors, L.L.C., a Delaware limited liability company, which is
37.5 per cent. owned by investment affiliates of Starwood Capital,
37.5 per cent. owned by investment affiliates of Kerzner and 25 per
cent. owned by investment affiliates of Waterford and, where the
context requires, references to BLB Investors shall include references
to any affiliates or associates of BLB Investors

BLB Investors and its subsidiary undertakings

a day on which the London Stock Exchange is open for normal
business

Canada, its provinces and territories and all areas subject to its
jurisdiction

a Wembley Share which is not in uncertificated form (that is, not in
CREST)

the City Code on Takeovers and Mergers .

the closing middle market price of a Wembley Share on a particular
trading day as derived from the Daily Official List

the Companies Act 1985
Starwood Capital, Kerzner and Waterford

the relevant system (as defined in the Regulations) in respect of
which CRESTCo is the Operator {as defined in the Regulations)

CRESTCo Limited
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CREST member
CREST participant

CREST sponsor

CREST sponsored member

Daily Official List

Deposit Agreement

Depositary

Deutsche Bank

Escrow Agent

Exchange Act

form of Acceptance

Hawkpoint

holding company,
subsidiary, subsidiary
undertaking, associated
undertaking and
undertaking

HSR Condition

Independent Entity

Japan

JPMorgan
JPMorgan Chase
Kerzner

LIBOR

a person who has been admitted by CRESTCo as a system-member
(as defined in the Regulations)

a person who Is, in relation to CREST, a system-participant (as
defined in the Regulations)

a CREST participant admitted to CREST as a CREST sponsor
a CREST member admitted to CREST as a sponsored member
the Daily Official List of the London Stock Exchange

the deposit agreement, dated as of 7th February, 1981, by and
among Wembley, the Depositary and all owners and holders of
Wembley ADRs issued thereunder

The Bank of New York, a New York banking corporation, as
depositary under the Deposit Agreement

Deutsche Bank Trust Company Americas and Deutsche Bank AG
Cayman Islands Branch

Capita IRG Plg, in its capacity as Escrow Agent for the purpose of the
Offer

the United States Securities Exchange Act of 1934 (as amended)

the form of acceptance, authority and election relating to the Offer
accompanying this document

Hawkpoint Partners Limited

have the meanings given by the Companies Act (but for these
purposes ignoring paragraph 20(1)(b) of Schedule 4A to the
Companies Act) and substantial interest means a direct or indirect
interest in 20 per cent. or more of the equity capital of an
undertaking

all necessary notifications and filings having been made and all
relevant waiting periods expiring or having been terminated under
the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (as
amended) and all approvals or clearances thereunder having heen
obtained to the reasonable satisfaction of BLB Investors

a limited liability company, in which neither any member of the BLB
investors Group nor any member of the Wembley Group shall have
any ownership interest, established for the purpose of acquiring LPR
from Wembley pursuant to the LPR Separation Agreement

Japan, its cities and prefectures, territories and possessions
J.P. Morgan pic

JPMorgan Chase Bank

Kerzner International Limited

means the average (rounded down where necessary to the nearest
whole multiple of one sixteenth of one per cent.) of the respective
rates per annum at which any twe London clearing banks selected
by BLB Acquisition are prepared to offer six month sterling deposits
of £1,000,000 to leading banks In the London inter-bank market for
sterling at or about 11.00 a.m. {Lendon time) on the first day of the

168

0177



Lincoln Park Business

Lincoln Park Litigation

Lincoln Park
Reorganisation

Listing Rules
London Stock Exchange
LPR

LPR Cash Alternative

LPR Entitlements

LPRI
LPR Loan Noteholder

LPR Loan Note Register

LPR Loan Notes

LPR Separation Agreement

LPR Separation
Consideration

LPR Shares

member account ID

Merrill Lynch

relevant interest period or, if such day is not a business day, on the
next succeeding business day;

the gaming and entertainment facility located at Lincoln Park,
1600 Louisquisset Pike, Lincoln, Rhode Iisland

the indictment (CR. No. 03-81-03 ML) against Lincoln Park, Inc.
issued by the United States District Court for the District Court for
the District of Rhode Island

the reorganisation of Wembley’s interests in the Lincoin Park
Business, to be implemented substantially in the form described in
paragraph 7 of Part 1l of this document or as otherwise may be
agreed between BLB Investors and Wembley

the [isting rules published by the UK Listing Authority, as amended
London Stock Exchange plc

a limited liabllity company incorporated under the laws of Jersey as
a direct wholly-owned subsidiary of Wembley for the purpose of
acquiring LPRI

the alternative offer under which Wembley Shareholders who
validly accept the Offer will be entitled to elect to receive any LPR
Entitlement in cash from BLB Acquisition, instead of LPR Loan Notes,
or will receive cash from BLB Acquisition, instead of LPR Loan Notes,
by virtue of being a Restricted Person

the contingent entitlement to receive a further payment from BLB
Acquisition following the conclusion of the Linceln Park Litigation,
on the terms set out in paragraph 3 of Part Il of this document

LPRI LLC, a Rhode Istand limited liability company

a person whose name is entered in the LPR Loan Note Register as
the holder of an LPR Loan Note

the register of holders of the LPR Loan Notes kept by or on behalf of
BLB Acquisition

the unsecured loan notes of BLB Acquisition to be issued to
Wembley Shareholders (other than Restricted Persons) who validly
accept the Offer (other than those who validly elect for the LPR Cash
Alternative), a summary of the terms of which is set out in
Appendix Il to this document

the agreement to be entered into between Wembley and the
independent Entity for the sale of LPR to the Independent Entity
{once LPRI has become a subsidiary of LPR)

the aggregate cash consideration paid by the Independent Entity to
Wembley pursuant to the LPR Separation Agreement, as more fully
described in paragraph 3 of Part Il of this document

ordinary shares in the capital of LPR

the identification City Code or number attached to any member
account in CREST

Merrill Lynch International
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Offer

Offer Period

Official List

Original MGM Proposal

Original Offer

Overseas Shareholders

Panel

Participant ID
pounds sterling or £

Regulations

Regulatory Information
Service

Restricted Persons

Revised MGM Proposal
Scheme Circular

SEC
Securities Act

Starwood Capital

Total Number of Wembley

Shares

the recommended cash offer, made by JPMorgan on behalf of BLB
Acquisition (and, in the United States, by BLB Acquisition), to
acquire all the issued and to be issued Wembley Shares (including
those represented by Wembley ADRs) not already owned by BLB
Investors, on the terms and subject to the conditions set out in this
document and the Form of Acceptance and Including, where the
context requires, any subsequent revision, variation, extension or
renewal of such offer

the period beginning on and including 27th January, 2004 and
ending on the latest of (i) 3.00 p.m. (London time) on 22nd May,
2004, (ii) the time and date on which the Offer becomes or is
declared unconditional as to acceptances and (iii) the time and date
on which the Offer lapses or is withdrawn

the Official List of the UKLA

the scheme of arrangement to effect the proposed acquisition by
MGM MIRAGE of Wembley at a price of 750 pence for each
Wembley Share which was announced on 27th January, 2004

the cash offer of 800 pence for each Wembley Share announced by
BLB Investors on 30th March, 2004

Wembley Shareholders who are resident in or nationals or citizens
of jurisdictions outside the UK or who are nominees of, or
custodians or trustees for, residents, citizens or nationals of other
countries

the Panel on Takeovers and Mergers

the identification City Code or membership number used in CREST
to identify a particular CREST member or other CREST participant

UK pounds sterling (and references to pence shall be construed
accordingly)

the Uncertificated Securities Regulations 2001 (51 2001 No, 3755)

any of the services set out in Schedule 12 to the Listing Rules of the
UKLA from time to time

US Persons and all persons resident in Australia, Canada or Japan

the cash offer of 840 pence for each Wembley Share announced by
MGM MIRAGE on 8th April, 2004

the circular issued by Wembley dated 27th February, 2004 in relation
to the Original MGM Proposal

the US Securities and Exchange Commission
the United States Securities Act of 1933 (as amended)
Starwood Capital Group Global, L.L.C.

the tota) number of Wembley Shares in issue at the date on which
BLB Acquisition completes the acquisition of Wembley Shares under
sections 428-430F of the Companies Act or, if no acquisition
thereunder is completed, by the date the Offer closes, in either case
plus that number of Wembley Shares that would have been issued
pursuant to any options granted under the Wembley Share Option
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TTE instruction

UKLA

uncertificated or in
uncertificated form

United Kingdom or UK
United States or US

uss or $
UsS Attorney

US Persons

UTGR

VIT

Waterford
Waterford Group
Wembley
Wembley ADRs

Wembley ADSs

Wembley Directors or
Wembley Board

Schemes that are cancelled pursuant to proposals that may be made
by BLB Acquisition

a Transfer to Escrow instruction (as described in the CREST Manual
issued by CRESTCo)

the UK Listing Authority, being the Financial Services Authority
acting in its capacity as the competent authority for the purposes of
Part VI of the Financial Services and Markets Act 2000

a Wembley Share which is for the time being recorded on the
register of members of Wembley as being held in uncertificated
form, and title to which, by virtue of the Regulations, may be
transferred by means of CREST

the United Kingdom of Great Britain and Northern Ireland

the United States of America, its territories and possessions, any
State of the United States of America and the District of Columbia

US dollars
the United States Attorney for the District of Rhode Island

any of the following: (i) a person resident in the United States, (ii) a
holder of Wembley ADRs, (i) a partnership or corporation
organized or incorporated under the laws of the United States,
{iv) an estate of which any executor or administrator is a US person,
(v} a trust of which any trustee is 2 US person, (vi) an agency or
branch of a foreign entity located in the United States, {vii) a non-
discretionary account or similar account (other than an estate or
trust) held by a dealer or other fiduciary for the benefit or account
of a US person, (viii} a discretionary account or similar account
{other than an estate or trust) held by a dealer or other fiduciary
organised, incorporated, or (if an individual) resident in the United
States, and (ix) a partnership or corporation organised or
incorporated under the laws of any foreign jurisdiction that is
formed by a US person principally for the purpose of investing in
securities not registered under the Securities Act, unless it is
organised or incorporated, and owned, by accredited investors who
are not natural persons, estates or trusts

UTGR Inc., a Delaware corporation and indirect wholly-owned
subsidiary of Wembley

video lottery terminal

Waterford Group, L.L.C.

Waterford Group Investments, L.L.C.
Wembley plc

American Depositary Receipts issued under the Deposit Agreement
representing Wembley ADSs

American Depositary Shares, each representing the right to receive
four Wembley Shares, evidenced by Wembley ADRs issued under
the Deposit Agreement

the directors of Wembley

7



Wembley Group
Wembley Optionholders
Wembley Shareholders

Wembley Share Option
Schemes

Wembley Shares

Wembley and its subsidiary undertakings
holders of options under the Wembley Share Option Schemes
holders of Wembley Shares from time to time

all or (where the context permits) any of:
{2) The Wembley 1995 Executive Share Option Scheme;

{(b) The Wembley 1996 Unapproved Executive Share Option
Scheme; and

(¢} The Wembley plc Savings Related Share Option Scheme

the existing unconditionally allotted or issued and fully paid
ordinary shares of £1.00 each in the capital of Wembley and any
further shares which are unconditionally allotted or issued prior to
the date on which the Offer closes (or such earlier date or dates as
BLB Investors may, with the Panel’s consent and subject to the City
Code, decide)
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THI5 DOCUMENT 15 IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. if you are In any doubt dbout the Offer, the contents of this form of Acceptance or the
action you should take, you are recommended to seek your own personal finandal advice immediately from your stockbroker, bank g licitor, acc or
other independent finandal adviser authorised under the Finantial Services and Markets Act 2000 if you ara resident in the Unkted Kingdom or, if not. from another
appropriately authorised independent finandal adviser.

This Form of Acceplance should be read in conjunction with the sccompanying OHer Document dated 15t May, 2004, Unless the context otherwise requires, the definitions
centained In the Offer Document also apply in this Form of Acceptance.

If you are a CREST spensored member, you should refer to your CREST spa/nsur before completing this Form of Acceptance,

if you have sold or otherwise transferred all of your Wembley Shares, please send this Farm of Acceptance, the Offer Document and the accompanying reply-paid envelope
as soon as possible to the purchaser or transferee, or 1o the stockbroker, bank or other agent through whom the sale or transfer was eHected, for transmission to the
purchaser or transferee. If you have sold or atherwise transferred only part of your holding of Wambley Shares, you should retain these decuments, The foregoing
documents must not be forwarded or transmitted in or into Australia, Canada or Japan.

The Offer is not being made, directly or indirectly, in or into Australia, Canada or lapan and the Offer is not tapable of acceptance from ofr within Australia, Canada or
Japan. Atcordingly, copies of this document, the Offer Document and any related documents are not being, and must not be, directly or indirectly, mailed or otherwise
forwarded, distributed or sent In, Into or from Australia, Canada or Japan, Persons receiving this document, the Offer Document and any related documents (including
nominces, trustees and custodians) musk not mall or otherwise distribute or send them in, into or from Australia, Canadz or Japan a5 doing so may invalidate any purported
acceptance of the Offer. The avallability of the Offer to Wembley Sharehotders who are not resident in the United Kingdom or the United States may be affected by the
laws of their retevant jurisdiction. Such persons should inform themselves about, and observe, any applicable legal or regulatory requirements of their jurisdiction. Further
information for Overscas Shareholders is set out in paragraph 17 of the latter from JPMorgan in Part i of, and in paragraph 6 ol Part B and paragraph (¢ of Part C of
Appendix | 1o, the Offer Document. Any person {including nominees, trustees or custedians) who would, or otherwise intends to, forward this document and/or any related
document 1o any jurisdiction outside the United Kingdem or the United States should read those paragraphs before taking any action.

JPMorgan, which is regulated by the Financial Services Authority in the United Kingdom, is acting for BLB Iavesters and no one clse in connection with the Ofer and will
not be responsible to anyone other than BLB Investors for providing the protections afforded to dients of JPMorgan or for providing advice In relation to the Offer or any
matters referred to in this Form of Acceptance.

Hawkpoint, which is regulated by the Financial Servites Authority in the United Kingdom, is acting for Wembley ant no one else in connection with the OFer and will not
be responsible to anyone other than Wembley for providing the protections afforded to clients of Hawkpoint or for providing advice in relation to the Offer or any mattess
referred to in this Form of Acceptance. )
Merrill tynch, which is regulated by the Financial Services Authority in the United Kingdom, is acting for Wembley and no one else in connection with the OHer and will
not be responsible to anyone other than Wembley for providing the protections aHorded to cllents of Marrill Lynch or for providing advice in relation 1o the Offer or any
matters referred to in this Form of Acceptance. .

FORM OF ACCEPTANCE, AUTHORITY AND ELECTION

Recommended Cash Offer
by
J.P. Morgan plc
on behalf of

BLB Worldwide Acquisition, Inc.
an indirect wholly-owned subsidiary of

BLB Investors, L.L.C.
and inside the United States by
BLB Worldwide Acquisition, Inc.

for

Wembley plc

Acceptances of the Offer must be received by 3.00 p.m. (London time)
on 22nd May, 2004

. ACTION TO BE TAKEN TO ACCEPT THE OFFER
@ To accept the Offer, complete this Form of Acceptance on page 3 by follawing the instructions and notes for guidance set out on pages 2 and 4, The full terms and
ronditions of the Offer are set qut in the Offer Dotument. in particular, please sign Box 4 on page 3 of this Form of Acceptance in the presente of a witness who
must also sign in the Box and state his ar her name and address. If you hold Wembley Shares jointly with others, you must arrange for ai your ¢o-holders to sign
this Form of Acceptance and have their signatures witnessed.

® 1f your Wembley Shares are in certificated form (that is, not in CREST), return this Form of Acceptance, duly tompleted, signed and accompanied by your share
centificate(s) and/or other document(s) of title, by post or by hand {during normal business hours) 10 Capita IRG Pic at Corporate Actions, P.O. Box 166, The Registry,
34 Bockenhom Road, Beckenham, Xent 8R3 4TH as soon as possible and, in any eveny, 1o a5 to arrive by no later than 3.00 p.m. {London time) on 22nd May, 2004.
A reply-paid envelope is enclosed for documents lodged by post from within the United Kingdom,

® if your Wemblay Shares are in certificated form and your share certificatels) andfor oiher document(s) of title is/are with your bank, stackbroker or other agent,
you should complete and sign this Form of Acceptance and arrange for it 10 be lodged by suth agent, together with the relevant share centificate(s) and/or other
document(s) of title, unless your share centificate(s) andfar other document(s) of title is/are not readily avaiiable, in which case please refer to note 5 on page 4 of
this Form of Acceptance, If your share certificate(s) andfor other documentis) of title Ifare lost, please refer to note 6 on page 4 of this Form of Acceptance.

® 1f your Wembley Shares are in uncertificated form (that is, in CREST), you should return this Form of Acceptance, duly completed and signed, to Caplta IRG Plg,
Corporate Actions, P.O. Box 165, The Registry, 34 Beckenham Road, Beckcnham, Kent BRI 4TH in the manner desuribed above and take the action set out In
paragraph 1B(e} of the lenter from JPMorgan cantained in Pant U of the OHer Document to transfer your Wembley Shares to an escrow balance. For this purpose,
the participant ID of Copita IRG Plt as escrow agent is RAY0, the member atcouns 1D of the escrow agent is WEMBLEY and the reference number of this Form of
Acceptante (for Inscrtion in the first eight characters of the shared note field on the TTE instruction) Is shown next ta Box 6 an page 3 of this Form of Acteptance.
You should ensure that the transfer to escraw settles no later thon 3.00 p.m. (London time) an 22nd May, 2004. )f you are » CREST sponscred member, you should
refer to your CRESY sponsor before completing this Form of Acceptance.

@ f you hold Wembley Shares in both cenificoted and uncertificoted form, you should complete a separate Form of Acceptance for each holding. Similarly, if you
hold Wembley Shares in centificated form but under different designations you should complete a separate Form of Acceptante in respect of each designation, |
you hold Wembley Shares in uncertificated form bus under different member account IDs, you should complete a separate Form of Acteptante in respect of each
member account D, You can obtain further Forms of Acceptance by centacting Capita IRG Pit on telephone number 0870 162 3100 oy, if telephoning from outside
the UK, on telephone number +44 20 8639 2157.

® Please read Parts B and € of Appendix | to the Offer Document, the terms of which are intorporated into and form part of this Form of Acceptance,

® A Form of Acceptance which is received in an envelape pastmarked in Austrafia, Canada or fapan, or which otherwise appears (o BL8 Acquisition or its agents to
have been sent from Australia, Canada or Japan, may be treated as invalid.

1f you are In any doubt as to how to complete this Form of Atceptance, please contact Copita IRG Plc on either of the telephone numbers listed above.

DO NOT DETACH ANY PART OF THIS FORM OF ACCEPTANCE
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Page 2

HOW TO COMPLETE THIS FORM OF ACCEPTANCE
PLEASE MAKE SURE YOUR ACCEPTANCE 15 RECEIVED BY NO LATER THAN 3.00 PM. (LONDON TIME) ON 22ND MAY, 2004
The provisions of Parts B and C of Appendix 1 to the Offer Document are incorporated into and form part of this Form of Acceptance

TO ACCEPT THE OFFER

To accept the Offer, insert in Box [ the total
number of Wembley Shares for which you wish
1o accept the Offer. You must alse sign Box[@in
accordance with the instructions set out below,
which will constitute your acceptance of the
Offer, and complete Box [3) and, if appropriate,
8ox 3] 8ox (3 Box [E) and Box 3 If no number,
or a number greater than your entire holding

of Wembley Shares, Is inserted In Box i) and
you have signed Box [ in accordance with the
instructions set out herein, you will be deemed
to have accepted the Offer in respect of your
entire holding of Wembley Shares (being the
entire holding under the name and address
specified in Box @ or, if your Wembley Shares
are in CREST, under the participant ID specified

in Box [£). CREST participants are requested to
insert in Box [1] the same number of Wembley
Shares as entered in the related TTE instruction,
|f you put "YES" in Box 3] you may be deemed
not to have validly accepted the Offer.

Complete here o=

FULL NAME(S) AND ADDRESS

Complete Box (T with the full name and address
of the sole or first-named registered holder,
together with the full names of all other joint
holders, in BLOCK CAPITALS.

Unless you complete Box 5] the address of the
sole or first-named registered holder Inserted in
Box Is the address to which your
consideration will be sent. If that address is in

Australia, Canada or Japan, you must provide in
8ox (@ an alternative address outside of these
countries to which your consideration will be

sent. Complete here o=

TO ELECT FOR THE LPR CASH ALTERNATIVE INSTEAD OF RECEIVING LPR LOAN NOTES

If, but only if, you wish ta elect for the LPR Cash
Alterngtive Instead of recelving LPR Lean
Notes, you must complete Box 31 When you
have completed Boxes [1] and [ mark a tick in
Box [ if you wish to elect for the LPR Cash

Alternative. Then sign Box (I in atcordance
with the instructions set out herein and, if
appropriate, Boxes [3) [F) and [T ¥ you do not
elect for the LPR Cash Alternative by marking a
tick in Box 3} you are deemed to have given the

representations and warranties contained in
paragraph {(d) of Part C of Appendix | 1o the
Offer Dotument.

Complete here 1z

SIGNATURES

To accept the OHer, you must sign Box [
regardless of which other Boxes you complete.
in the case of joint holders, all joint holders
must sign. Each individual holder must sign in
the presence of an Independent witness. The
witness must be over 18 years of age and must
not be one of the joint holders or your spouse
or member of your immedlate femily. The same
witness may witness each signature of the joint
holders. If the atceptance is not made by the
registered holder(s), insert the namefs) and
capacity {e.g. executor) of the person{s) making

the acceptence. Any person making an
acceptance on behalf of a registered halder
should deliver evidence of hisher authority in
accordance with the notes on page 4,

A body corparate incorporated in England and
Wales may execute this Form of Acceptance
under its seal, which should be affixed and
witnessed In accordance with its articles of
association or other regulations, Alternatively,
a company to which Section 38A of the
Companies Act applies may execute this Form
of Acceptance by a director and the company

secretary, or by two directors of the company,
signing the Form of Acceptance. Please see the
further notes on page 4.

1f you sign Box[@ without inserting “Yes” in Box
you are deemed ta have given the
representations and warranties contained in
paragraph {c) of Part C of Appendix | to the
Offer Document.

This Form of Acceptante must not be signed in
Australia, Canada or Japan.

Sign, complete and witness here s

ALTERNATIVE ADDRESS

Insert in Box (5] your own name and address
(but not in Australia, Canada or Japan) or the
name and address of the person or agent {lor
example, your bank, but not in Australla,

Canada or Japan} to whom you wish the
consideration or returned documents to be
sent, if not the same as in Box E}

Box [I] must be completed by holders with

registered addresses in Australia, Canada or
Japan or holders who have completed Box
with an address in Australia, Canada or Japan.

Complete here =@

FORM OF AUCEPTANCE REFERENCE NUMBER, PARTICIPANT ID AND MEMSER ACCOUNT ID

If your Wembtey Shares are in CREST, you must
insert in Box [¢] the participant ID and the
member account 1D under which such shares
are held by you in CREST. You must also transfer
(ar procure the transfer of) the Wembley Shares

concerned to an etcrow balance specifying in
the TTE instruction the reference number of
this Form of Acceptante and the other
information specified in paragraph 18{e) of the
jetter from JPMorgan set out in Part Il of the

OHer Document. The reference number of this
Form of Acceptance appears next to Box {§] on
page 3 of this Form of Acceptance.

Complete here =

PERSONS IN AUSTRALIA, CANADA OR JAPAN

1f you are unabie to give the representations
and warranties required by paragraph (0 of
part € of Appendix | to the OHer Dacument to
the effect that: {a) you have not received or
sent copies of the Offer Document, this Farm of
Acceptance or any related offer documents in,
into or from Australia, Canada or Japan; (b} you
have not otherwise utilised in connection with
the Offer, directly or indirectly, the use of the
mails, or of any means or instrumentality
{including, without limitation, facsimile
trangmission, e-mail, telex, telephone and the
internet) of interstate or foreign commerce, or

any facilities of a national securities exchange,
of Australia, Canada or Japan; (c) you were
outside Australia, Canada and Japan when the
Form of Acceptance was delivered and at the
time of accepting the Offer and, in respect of
the Wembley Shares to which this Form of
Acceptance relates, you are not an agent or
fiduciary acting on a non-discretionary basis for
3 principal who has given any instructions with
respect to the Offer from within Australia,
Canada or Japan; and (d) this form of
Acceptance and any related offer documents
have not been maited or otherwise sent in, into

or from Australia, Canada ar Japan and you are
accepting the Offer from outside Australia,
Canada or Japan, you must put “"YES” in
Box {7} If you do not insert “YES* in Box [T} you
will be deemed to have given such
representations and warranties. |f you insert
“YES* in Box {3 or, if relevant, if you complete
Box [] with an address in Australia, Canada or
Japan, you may be deemed not to have validly
accepted the Offer, notwithstanding that you
may have purported to do so.

Complete here =@
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Page 3

TO ACCEPT THE OFFER soxm
C'omp!ete Box [1) and Box [Z and, if appropsiate, Box [5} Box [£] and Box T and The number of Wembley Shares for which
sign Box &) you are accepting the Offer:
insert in Box [U the total number of Wembley Shares for which you wish to
accept the Offer.

FULL NAME(S) AND ADDRESS OF REGISTERED HOLDER(S): Box@

Daytime telephone number for queries
{outside Australia, Canada or Japan):

TO ELECT FOR THE LPR CASH ALTERNATIVE INSTEAD OF RECEIVING LPR LOAN NOTES BOX {1

@ Complete Box [} Box {3} and Box [3) and then sign Box @] below. Please also
complete Box [} Box [£} and Box [3]if applicable.

Please mark a tick in this Box if you wish
to elect for the LPR Cash Alternative

Execution by individuals

BOX {1

E SIGN HERE TO ACCEPT THE OFFER

Signed as a deed by each registered holder Witnessed by (the witness must be a person who Is over 18 years of age and not another joint
holder and the same witness may witness on behalf of all or any registered holders):
1 1 Name Address
Signature,
2 2 Name Address
Signature,
3 3 Name Address
Signature
4 4 Name Address
Signature.

Exegution by a company

Important: Each registered holder who is an individual must sign in the presence of an Independent witness (over 18 years of age} who must also sign
and print his name and address where indicated. In the case of joins registered holders, ali must sign,

*Executed as a dead by/under the common seal of the
company on the fight;

*In the presence of/acting by:

Signature of director

Name of company:

Affix seal here

Name of director

*Signature of director/secretary

*delete as approprate

*Name of director/secretary

BOXE

ALTERNATIVE ADDRESS
Address outside Australia, Canada or Japan to which consideration andfor
other documents is/are to be sent if not that set out in Box (7] above., Name

Address

Postcode

FORM OF ACCEPTANCE REFERENCE NUMBER, PARTICIPANT ID AND MEMBEER 80X
ACCOUNT ID
Comglete this Bax only if your Wembley Shares are in CREST, Participant 1D
The Form of Acceptance reference number of this form is:

Member Account ID

BOX [T

OVERSEAS SHAREHOLDERS
Please put *YES” in Box (I if you are unable to give the representations and
warranties set out in paragraph (¢} of Part € of Appendix | to the Offer

Document. If you do not insert “YES” in Box [ you will be deemed to have
given such representations and warranties.

PLEASE ENSURE YOU ENCLOSE YOUR SHARE CERTIFICATE(S) WITH THIS FORM OF ACCEPTANCE
(UNLESS YOUR WEMBLEY SHARES ARE HELD IN CREST)
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Page 4
ADDITIONAL NOTES REGARDING THE COMPLETION OF THIS FORM OF ACCEPTANCE

In order to be effective, this Form of Acceptance must, except as mentioned below, be signed by the registered holder or, in the case of a Joint holding, hy
ALL the jaint holders or under 3 power of attorney. A bady corporate incorporated in England and Wales may execute this Form of Acceptance under its
tommon seal, the seal belng affixed and witnessed In accordance with its articles of assoclation or other regulations. Alternatively, a tompany to whith
section 35A of the Companles Act applies may execute this Form of Acceptante by 2 director and the company secretary or by twe directors signing this Form
of Acceptance and inserting tha name of the company above their signatures. Each such person signing this Form of Acceptance should state the office which
hesshe holds in the refevant company.

In ordar to avoid inconvenience and delay, the following points may assist you:

1

10.

1.

12.

If a holder Is away from home {e.g. abroad or on holiday):

Send this Form of Acceptanca by the quickest means {e.g. airmall} to the holder (but not In or inte Australia, Canada or Japan) for execution or, if he has
exgcuted a power of attoraey, have this Form of Acceptance signed by the attorney in the presence of a witness who must also sign this Form of
Acceptance. In the latter case, the original power of attorney {or a copy thereof duly certified in accordance with the Powers of Attorney Act 1971 by, for
example, a solicitor) must be !adged with this Form of Acceptance {see paragraph 8 below). No other signatures are aeptoble

1f you have sold or transferred all, or wish to sell or transfer part, of your holding of Wembley Shares:

If you have sold or transferred all of your Wembley Shares, you should send this Form of Acceptance at onte to the purchaser or transferee, or to the
stockbroker, bank or other agent through whorm the sale or transfer was effected for detivery to the purchaser or transferee {but not in or into Australia,
Canada or Japan). If your Wembley Shares are in certificated form, and you wish to sell or transfer part of your haiding of Wembley Shares and 1o accept
the Offer in respect of tha balance but are unable to obtain the balance share certificate by 22nd May, 2004, you should ensure that the stockbroker, bank
or other agent through whom you make the sale or transfer obtains the appropriate endorsement or indication, signed on behalf of Wembley's registrars,
Computesshare Investor Services PLC, P.O. 8ox 82, The Pavilions, Bridgwater Road, Bristol 8599 7NR, in respect of the balance of your hoiding of Wembley
Shares.

If the sole holder has died:

A grant of probate or letters of administration must be obtained in respect of the relevant Wembley Shares. If the grant of prabate or leners of
administration hatvhave been registered with Wembley's registrars, this Form of Acteptance must be signed by the personal representative(s) of the
deceased hoider each in the presence of an intdependent witness who must also sign this Farm of Acceptance. This Form of Acceptance should then be
lodged with Capita IRG Plc at the address given on the cover page of this Form of Acceptance, together with the relevant share certificate(s) andfor other
document{(s) of title.

If the grant of probate or letters of administration hav/have not been registered with Wembley's registrars, the persanal representative(s) or the
prospective personal representative(s} should sign this Form of Acceptance and forward it to Caplta IRG Plc at the address given on the cover page of this
Form of Acceptance, together with the relevant share certificate(s) and/or cther document(s) of title. However, once obtained, the grant of probate or

letters of administration must be lodged with Capita IRG Plc before the consideration due under the OHer can be forwarded to the personal

representative{s},

If one of the Joint holders has died:

This Form of Acceptance is valid if signed by the surviving hotder(s) (each in the presence of an independent witness) and, if the Wembley Shares are held
in certificated form, lodged with the share certificate(s) and/or other document(s} of title and, in all cases, death cartificate(s), and an office copy grant of
probate or letters of administration of the deceased holder. These documents will be returned as directed.

If your Wembley Shares are In certificated form and the certificate(s) are held by your stockbroker, bank or other agent:

{a) If your share centificatefs) and/or other documant(s) of title is/are with your stackbroker, bank or other agent, you should tomplete this Form of
Acceptance and, if the centititate(s) Is/are readily available, arrange for this Form of Acceptance 1o be lodgad by such agent with Capla JRG PIg 3t the
address given on the cover page of this Form of Acceptance, accompanied by the share certificate(s) andfor other document{s) of title,

(b) If the certificate(s) is/are not readily available, ladge this Form of Acceptance with Capita IRG Plc at the address given on the cover page of this Form
of Acceptance, duly completed together with a note saying e.g. “certificate(s) to follaw*, and arrange for the certificate(s) to be forwarded as soon
as possible thereafter. (it will be helpful for your agent, unless he Is in Australia, Canada or Japan, to be informed of the full terms of the Offer.)

If your Wembley Shares are in centlficated form and you have lost any of your share certificate(s) and/or other document(s) of title:

Complete and execute this Form af Acceptance and lodge it, together with a letter of explanation and any share certificate(s} and/or ather document(s)
of title which are available, with Capita IRG Plc at the address given on the cover page of this Farm of Acceptance. At the same time you should write to
Wembley's registrars, Computershare Investor Services PLC, £.O. Box 82, The Pavilions, Bridgwater Road, Bristol 8599 7NH, requesting a letter of Indemnity
for the lost share centificate(s) andfor other document(s) of title. When completed in accordance with the instructians given, you should return the letter
of Indemnity to Caplta IRG Plc at the address given on the caver page of this Form of Acceptance.

If your Wembley Shares are In CREST:

You should take the action set out in paragraph 18(e) of the letter from JPMorgan contained in Part il of the Offer Document to transfer your Wembley
Shares in respect of which you are accepting the Offer to an escrow balance. You are reminded to keep a record of the Farm of Acceptance reference
number (which appears next to Box 6 on page.3 of this Form of Acceptance) 50 that such number can be inserted in the TTE instruction.

if you are » CREST sponsored mamber, you should refer te your CREST sponser before completing this Farm of Acceptance, as only your CREST sponsor wii)
be able to send the necessary TTE Instruction to CRESTCa.

If the Form of Acceptance Is signed under 3 power of attorney:

The completed Form of Acceptance, together with any share certificate(s} andlor other docurnent(s) of title, should be lodged with Capita IRG Plc at the
address set out on the cover page of this Form of Acceptance, accompanied by the ariginal power of attorney {or a copy thereof duly certified in
accordance with the Powers of Attorney Act 1971 by, for example, a solicitor). The power of attorney will be duly noted by Capita IRG Pic and returned
as directed.

If your full name or other particulars differ from those appearing on your share certificate;
{3) Incorrect name e.g.

Name on the cantificate(s) .........cciiiiiiie reraes PP (1 L B 111
Corract Name .......se. - et rereeaeeen e eaeren eeenereer e o enteanerenaar e Iohn Smyth

complete this Form of Acceptance with the correct name and lodge it, accompanied by a letter from your bank, stockbroker or selicitor confirming
that the person described on the certificate and the person who has signed this Form of Acceptance are one and the same.

(b) Incorrect address: insert the correct address in Box 2 of this Form of Acceptance.

(¢} Change of name: lodge your marriage certificate or the deed poll with this Form of Acceptance for noting. These documents will be returned as
directed.

~

if you are outside the United Kingdem or the United States:
The attention of Overseas Shareholders is drawn to paragraph 6 of Part B and paragraph (¢} of Part C of Appendix | ta the OFer Dotument.

Payment of Consideration:
The consideration payable under the Offer cannot be sent to you untll all relevant dotuments have been properly completed and sent by post or by hand
{during normal business haurs) to Capita IRG Plc at Corporate Actions, P.O. Box 166, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TH.

Incomplete Forms:

Without prejudice to Parts B and € of Appendix | ta the Offer Document, BLB Acquzsnuon and/or its agents reserve the right (subject to the Gty Code) to
treat as valid any acceptance of the Offer which is not entirely in order or which is not accompanied by the relevant TTE instruction or (as appropriate)
the refevant share certificate(s) and/or other document(s) of title. In either event, no consideration due under the OHer will be sent unti) after the relevant
transfer to escraw has been made or {as appropriate) the relevant share certificate(s) andfor other document{s) of title or indemnities satisfactory to L8
Acqulsition have been received.

Merrill Corporation Lid, Lenden
Q4LON1476
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APRR. 15. 2004 2:51PM CORPORATE TRUST CENTER

The First State

I, BHARRIET SMITH NINDSOR, SECRETARY OF STATE
DELANARE, DO HEREBY CRERTIFY THE ATTACHED IS A

I

|
H0.0871 P 2

PPGEI

i

TEE STATE OF
AND CORRECT

COPY OF THE CERTIFICATE OF INCORPORATION OF "BLB RORLDNIDE

ACQUISITION, INC.", FILED IN THIS OFFICE ON TEE
OF APRIL, A.D. 2004, AT 4:45 O'CLOCK P.M.

A FILED COPY OF THIS CERTIFICATE BAS BEEN FO
NEW CASTLE COUNTY RECORDER OF DEEDS.

rarart sk

DAY

%W

3790437 8100
040274441

DATE:

Harriee Smith Windsor, S«nug State
AUTHENTICATION: 53248

04-14-04
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APR.15.2004 2:51PM CORPORATE TRUST CENTER

LB WORLDWIDE ACQURKTION, INC.

I, THE UNDERSIGNED, in codex to form 3 corporation
beveinafier staied, under md purmszt to the provisioes of t Geaenst
State of Delxwacs, o from time t9 thze xmonded, do herehy certify s fo

FIRST: The nsoae of the Cocporstion is

BLB WORLDWIDE ACQUISITION, INC.

SECOND: The registesod offioe of the Corpaeation ixi the

N0, 0871

P.

Jocated at Comparation Trust Center, 1209 Ormge Strect, Wilttington, DE 15801 in the Cocaty
of Now Castle. The naxns of its registored agent in the Stats of Delaware 18 The Corponstion

Trost Compary, the addreas of which is Coeporation Trest Center, 1209
Wiknington, DS 19801,

THIRD: The purpose of the Corpocstion is 1o engage,
21y Vewil wct o metivity for which coporations oy be organized eoder
Carpaorstion Law af the Stte of Delaware & from time to time in effct.

or indirecily,

¢ Geernl

FOURTH: ‘The tot) eséhoxiaed cupital siock of tho Corporua skall be tza

thousand (10,000) sheres of Common Stock, par vaive $0.01 per share.

FIFTH: The neme and matling address of the intorpomator ig

TRTIO e v ity

>
Dali
-y

R-T)

us Dllows:

B

3

Stata of mlewre

of State
05:14 4/2004
245 EM 04/14/2004
4441 - FIIB

—t

0189



()

s FatyYrivois

§ .

12"

TLelr XYe~g. -

[0 X X B

fein

{3 SO0 AU V)

Lib-g-

arrrLi e

\Ph 15,2004 2:510  CORPORATE TRUST CENTER NO. 0871, 4

HasikR Losberg = <o Whitnd Cae
1155 Avenue of the Ajeers
New York, Naw York:10036
SIXTH: The boginess of the Corporstion shall bs maneged iader the direction of
the Bosrd of Direstors excapt a5 otherwise provided by law. The sumber ol Disectors of the
Coeporstion shall be fixad from time o thne by, ot in the mannce provided in, the By-Lews.

Blaction of Directors need 1ot be by written ballot unless the By-Laws of the Corportion shall

the Corporation except 23 otharwise peavided in the Biy-Law sdopied by the Corporatias
stackholers.

BIGHTH: Each persan who is or was & Director or affieer of the Copoaation, or

each 30ch person who i of Was sexving ot the roquost of the Board of or am officrof
the Carporation &5 & direcine, afficer, ecaployee o agant of snother patoentip,

" Jotnt veniws, trast o ofer eutrprise (tocluding the heirs, ceocatars, o estale of
such perace), shall be Indemified by the Corporation to the fll extens from tiow 0

tine by the Genaral Cosparation Law of tho Stats of Dalaware a3 tho same i
bormafir be smended (bos, i the oo of sy swsh ancersduoecs, oaly 0 the axteat that soch

MO NS v () 2

.
M
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ropual of this Artice VITI chedll ot adversely affect nay rigit or pro
Eaenedistsly prior to nuch sseadienont of repeel, To the fidl extent permitp
Corporstion Law of the State of Delaware or sy other spplicablo Jaws present
edfect, 50 Direcir of tho Coeporation shall be personally Eabls to the Corpt
siockbolders fix or with respect fo axy acts or cetissions in the performencs
233 Dirwotor of the Cospomtion. Ay repeal or modification of this Artic 'ﬂlldnﬂmc
sdvarmly affict any right ce prowection of & Director of the Corporation exishing immediately
peioe to sach repeal ee modifioation. ' B '
NINTE: The Corpoeation macrves th ight # ond, s, s or poal sy
provision contalsed In éiis Certificuts of Tacarporation in the manner now hltubmm

by statute, sod el rights conftered upon stockholders harein e gracied wths
resxcvation,

NO. 0871—-P. b -———
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STATEMENT OF ORGANIZATION BY INCORPORATOR
of

BLB WORLDWIDE ACQUISITION, INC.

The undersigned incorporator of BLB Worldwide Acquisition, Inc., a Delaware
corporation (the “Corporation™), pursuant to Section 108(c) of the General Corporation Law of
the State of Delaware, makes the following statement and takes the following action to organize

the Corporation:

FIRST: The Amended and Restated Certificate of Incorporation of BLB
Worldwide Acquisition, Inc. was filed with the Secretary of State of the State of Delaware on the
14" day of April, 2004.

SECOND: The number of directors of the Corporation shall initially be four (4)
and the following named persons are hereby elected as the directors of the Corporation to hold
office until the first annual meeting of stockholders or until his successor or successors are
elected and qualify:

Mr. Barry Sternlicht
Mr. Butch Kerzner
Mr. Len Wolman
Mr. Madison Grose
THIRD: The By-Laws, attached hereto as Appendix |, are hereby adopted as the

By-Laws of the Corporation.

NEWYORK 3645931 vi [2K)
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IN WITNESS WHEREOF, I have signed this instrument at New York, New York

Henrik R. Lonberg
Incorporator

on the 14" day of April, 2004.

NEWYORK 345581 v1 (2K) 2.

ndac



(N

3

Exhibit I1-2-¢

0196



Appendix [

BY-LAWS
OF :
BLB WORLDWIDE ACQUISITION, INC.

NEWYORK 3979471 vl {2K)
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Section 2.
Section 3.
Section 4.
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Section 8.
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Section 1.
Section 2.
Section 3.
Section 4.
Section S,
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Section 1.
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BY-LAWS
OF

BLB WORLDWIDE ACQUISITION, INC,
(the “Corporation™)

ARTICLE

STOCKHOLDERS

Section 1. Annual Meeting. The annual meeting of the stockholders of the
Corporation shall be held either within or without the State of Delaware, at such place as the
Board of Directors may designate in the call or in a waiver of notice thereof, on the first Monday
in January of each year beginning with the year 2004 (or if such day be a legal holiday, then on
the next succeeding day not a holiday) at 10 a.m., for the purpose of electing directors and for the
transaction of such other business as may properly be brought before the meeting, or on such
other date and time as the Board of Directors may designate.

Section 2. Special Meetings. Special Meetings of the stockholders may be called
by the Board of Directors or by the President, and shall be called by the President or by the
Secretary upon the written request of the holders of record of at least twenty-five per cent (25%)
of the shares of stock of the Corporation, issued and outstanding and entitled to vote, at such
times and at such place either within or without the State of Delaware as may be stated in the call
or in a waiver of notice thereof.

Section 3. Notice of Meetings. Notice of the time, place and purpose of every
meeting of stockholders shall be delivered personally or mailed not Jess than ten days nor more
than sixty days previous thereto to each stockholder of record entitled to vote, at his post office
address appearing upon the records of the Corporation or at such other address as shall be
furnished in writing by him to the Corporation for such purpose. Such further notice shali be
given as may be required by law or by these By-Laws. Any meeting may be held without notice
if all stockholders entitled to vote are present in person or by proxy, or if notice is waived in
writing, either before or after the meeting, by those not present.

Section 4. Quorum. The holders of record of at least a majority of the shares of
the stock of the Corporation, issued and outstanding and entitled to vote, present in person or by
proxy, shall, except as otherwise provided by law or by these By-Laws, constitute a quorum at
all meetings of the stockholders; if there be no such quorum, the holders of a majority of such
shares so present or represented may adjourn the meeting from time to time until a quorum shall
have been obtained.

presided over by the Chairman of the Board, if there be one, or if he is not present by the

Section 5. Organization of Meetings. Meetings of the s%;kholders shall be
e Secretary of the

President, or if he is not present, by a chairman to be chosen at the meeting.

NEWYORK 3935471 vi (2K}
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Corporation, or in his absence an Assistant Secretary, shall act as Secretary of the meeting, if
present.

Section 6. Voting. At each meeting of stockholders, except as otherwise
provided by statute or the Certificate of Incorporation, every holder of record of stock entitled to
vote shall be entitled to one vote in person or by proxy for each share of such stock standing in
his name on the records of the Corporation. Elections of directors shall be determmed bya
plurality of the votes cast thereat and, except as otherwise provided by stamte the Certificate of
Incorporation, or these By-Laws, all other action shall be determined by a majority of the votes
cast at such meeting. Each proxy to vote shall be in writing and signed by the stockholder or by
his duly authorized attorney.

At all elections of directors, the voting shall be by ballot or in such other manner
as may be determined by the stockholders present in person or by proxy entitled to vote at such
election, With respect to any other matter presented to the stockholders for their consideration at
a meeting, any stockholder entitled to vote may, on any question, demand a vote by ballot.

A complete list of the stockholders entitled to vote at each such meeting, arranged
in alphabetical order, with the address of each, and the number of shares registered in the name
of each stockholder, shall be prepared by the Secretary and shall be open to the examination of
any stockholder, for any purpose germane to the meeting, during ordinary business hours, for a
period of at least ten days prior to the meeting, either at a place within the city where the meeting
is to be held, which place shall be specified in the notice of the meeting, or, if not so specified, at
the place where the meeting is to be held. The list shall also be produced and kept at the time
and place of the meeting during the whole time thereof, and may be inspected by any stockholder
who is present.

Section 7. Inspectors of Election. The Board of Directors in advance of any
meeting of stockholders may appoint one or more Inspectors of Election to act at the meeting or
any adjournment thereof. If Inspectors of Election are not so appointed, the chairman of the
meeting may, and on the request of any stockholder entitled to vote, shall appoint one or more
Inspectors of Election. Each Inspector of Election, before entering upon the discharge of his
duties, shall take and sign an oath faithfully to execute the duties of Inspector of Election at such
meeting with strict impartiality and according to the best of his ability. If appointed, Inspectors
of Election shall take charge of the polls and, when the vote is completed, shall make a
certificate of the result of the vote taken and of such other facts as may be required by law.

Section 8. Action by Consent. Any action required or permitted to be taken at
any meeting of stockbolders may be taken without a meeting, without prior notice and without a
vote, if, prior to such action, a written consent or consents thereto, setting forth such action, is
signed by the holders of record of shares of the stock of the Corporation, issued and outstanding
and entitled to vote thereon, having not less than the minimum number of votes that would be
necessary to authorize or take such action at a meeting at which all shares entitled to vote thereon
were present and voted.
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ARTICLE Il
DIRECTORS
Section 1. Numbér, Quorum. Manner of Acting, Term. Vacancies. Removal. The

Board of Directors of the Corporation shall consist of four persons. The number of directors
may be changed by a resolution passed by the Board of Directors or by a vote of the holders of
record of at least a majority of the shares of stock of the Corporation, issued and outstanding and
entitled to vote.

A quorum for a meeting of the Board of Directors shall exist if all four members
of the Board of Directors then holding office are in attendance at a duly convened meeting of the
Board of Directors, but if at any meeting of the Board of Directors there shall be less than a
quorum present, a majority of those present may adjourn the meeting from time to time until a
quorum shall have been obtained.

Resolutions passed by a majority of the whole Board of Directors at a meeting at
which a quorum is present shall constitute the act of the Board of Directors. Notwithstanding
anything to the confrary in these by-laws, a director shall not be entitled to vote on any
matter with respect to which such director (in his capacity as a "Representative") would not have
been entitled to vote on pursuant to Section 9.5 of the Amended and Restated Limited Liability
Company Agreement of BLB Investors, L.L.C., dated as of March 29, 2004, and the approval of
any such matter shall require the affirmative vote of all of the non-interested directors entitled to
vote thereon.

Directors shall hold office until the next annual election and until their successors
shall have been elected and shall have qualified, unless sooner displaced.

Whenever any vacancy shall have occurred in the Board of Directors, by reason
of death, resignation, or otherwise, other than removal of a director with or without cause by a
vote of the stockholders, it shall be filled by the stockholders, and the person so chosen shall
hold office until the next annual election and until his successor is duly elected and has qualified.

Axny one or more of the directors of the Corporation may be removed either with
or without cause at any time by a vote of the holders of record of at least a majority of the shares
of stock of the Corporation, issued and outstanding and entitled to vote, and ithereupon the term
of the director or directors who shall have been so removed shall forthwith téerminate and there
shall be a vacancy or vacancies in the Board of Directors, to be filled by a vote of the
stockholders as provided in these By-Laws.

Section 2. Meetings, Notice. Meetings of the Board of Directors shall be held at
such place either within or without the State of Delaware, as may from time to time be fixed by
resolution of the Board, or as may be specified in the call or in a waiver of notice thereof.
Regular meetings of the Board of Directors shall be held at such times as may from time to time
be fixed by resolution of the Board, and special meetings may be held at any time upon the call
of two directors, the Chairman of the Board, if one be elected, or the President, by oral,
telegraphic or written notice, duly served on or sent or mailed to each director not less than two

NEWYORK 391941 vi (2K) _3-

0202



days before such meeting. A meeting of the Board may be held without notice immediately after
the annual meeting of stockholders at the same place at which such meeting was held. Notice
need not be given of regular meetings of the Board. Any meeting may be held without notice, if
all directors are present, or if notice is waived in writing, either before or after the meeting, by
those not present. Any member of the Board of Directors, or any committeg thereof, may
participate in a meeting by means of conference telephone or similar communications equipment
by means of which all persons participating in the meeting can hear each other and participation
in a meeting by such means shall constitute presence in person at such meeting.

Section 3. Committees. The Board of Directors may, in its discretion, designate
from among its members one.or more committees which shall consist of one or more directors.
The Board may designate one or more directors as alternate members of any such commitiee,
who may replace any absent or disqualified member at any meeting of the committee. Such
committees shall have and may exercise such powers as shall be conferred or authorized by the
resolution appointing them. A majority of any such committee may determine its action and fix
the time and place of its meetings, unless the Board of Directors shall otherwise provide. The
Board shall have power at any time to change the membership of any such committee, to fill
vacancies in it, or to dissolve it.

Section 4. Action by Consent. Any action required or permitted to be taken at
any meeting of the Board of Directors, or of any committee thereof, may beltaken without a
meeting, if prior to such action a written consent or consents thereto is sngned by all members of
the Board, or of such committee as the case may be, and such written consent or consents is filed
with the minutes of proceedings of the Board or committee.

Section 5. Compensation. The Board of Directors may determine, from time to
time, the amount of compensation which shall be paid to its members. The Board of Directors
shall also have power, in its discretion, to allow a fixed sum and expenses for attendance at each
regular or special meeting of the Board, or of any committee of the Board; in addition the Board
of Directors shall also have power, in its discretion, to provide for and pay to directors rendering
services to the Corporation not ordinarily rendered by directors, as such, special compensation
appropriate to the value of such services, as determined by the Board from time to time.

ARTICLE III

OFFICERS

Section 1. Titles and Election. The officers of the Corporation, who shall be
chosen by the Board of Directors at its first meeting after each annual meeting of stockbolders,
shall be a President, two Co-Chief Executive Officers, a Treasurer and a Secretary. The Board
of Directors from time to time may elect a Chairman of the Board, Assistant Secretaries,
Assistant Treasurers and such other officers and agents as it shall deem necessary, and may
define their powers and duties. Any number of offices may be held by the same person.

Section 2. Terms of Office. The officer shall hold office until their successors
are chosen and qualify.
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Section 3. Removal. Any officer may be removed, either vnth or without cause,
at any time, by resolutions passed by the Board of Directors.

Section 4. Resignations. Any officer may resign at any time by giving written
notice to the Board of Directors or to the Secretary. Such resignation shall {ake effect at the time
specified therein, and, unless otherwise specified therein, the acceptance of such resignation shall
not be necessary to make it effective. '

Section 5. Vacancies. If the office of any officer or age 1 becomes vacant by
reason of death, resignation, retirernent, disqualification, removal from office or otherwise, the
directors may choose a successor, who shall hold office for the unexpired term in respect of
which such vacancy occurred.

Section 6. Chairman of the Board. The Chairman of the Board of Directors, if
one be elected, shall preside at all meetings of the Board of Directors and of the stockholders,
_and he shall have and perform such other duties as from time to time may be assigned to him by
the Board of Directors.

Section 7. President. In the absence of the Chairman, the President shall preside
at all meetings of the Board of Directors, and of the stockholders. He shall exercise the powers
and perform the duties usual to the office of President and, subject to the control of the Board of
Directors, shall have general management and control of the affairs and business of the
Corporation; he shall appoint and discharge employees and agents of the Corporation (other than
officers elected by the Board of Directors) and fix their compensation; and he shall see that all
orders and resolutions of the Board of Directors are carried into effect. He shall have the power
to execute bonds, mortgages and other contracts, agreements and instruments of the Corporation,
and shall do and perform such other duties as from time to time may be assigned to him by the
Board of Directors.

Section 8. Co-Chief Executive Officers. The Co-Chief Executive Officers shall,
in the absence or disability of the President, collectively exercise all of the powers and duties of
the President. Such Co-Chief Executive Officers shall have the power to execute bonds, notes,
mortgages and other contracts, agreements and instruments of the Corporation, and shall do and
perform such other duties incident to the office of Co-Chlef Executive Officers and as the Board
of Directors, or the President shall direct.

Section 9. Secretary. The Secretary shall attend all sessions of the Board and all
meetings of the stockholders and record all votes and the minutes of proceedings in a book to be
kept for that purpose. He shall give, or cause to be given, notice of all meetings of the
stockbolders and of the Board of Directors, and shall perform such other duties as may be
prescribed by the Board of Directors. The Secretary shall affix the corporate seal to any
instrument requiring it, and when so affixed, it shall be attested by the signature of the Secretary
or an Assistant Secretary or the Treasurer or an Assistant Treasurer who may affix the seal to any
such instrument in the event of the absence or disability of the Secretary. The Secretary shall
have and be the custodian of the stock records and all other books, records and papers of the
Corporation (other than financial) and shall see that all books, reports, statexj_nents, certificates
and other documents and records required by law are properly kept and filed.
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Section 10. Treasurer. The Treasurer shall have the custody of the corporate
funds and securities and shall keep full and accurate accounts of receipts and disbursements in
books belonging to the Corporation and shall deposit all moneys, and other valuable effects in
the name and to the credit of the Corporation, in such depositories as may be designated by the
Board of Directors. He shall disburse the funds of the Corporation as may be ordered by the
Board, taking proper vouchers for such disbursements, and shall render to the directors whenever
they may require it, an account of all his transactions as Treasurer and of the financial condition
of the Corporation.

Section 11. Duties of Officers may be Delepated. In case of the absence or
disability of any officer of the Corporation, or for any other reason that the Board may deem
sufficient, the Board may delegate, for the time being, the powers or duties, -or any of them, of
such officer to any other officer, or to any director.

ARTICLE IV

INDEMNIFICATION

Section 1. Suits By Third Parties. The Corporation shall indemnify any person
who was or is in a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative or investigative
(other than an action by or in the right of the Corporation) by reason of the fact that he is or was
a director or officer of the Corporation, or is or was serving at the request of the Corporation as a
director, officer, employee or agent of another corporation, partnership, joint venture, trust,
association or other enterprise, against expenses (including attorneys’ fees), judgments, fines and
amounts paid in seftlement actually and reasonably incurred by him in connection with such
action, suit or proceeding, if he acted in good faith and in 2 manner he reasonably believed to be
in or not opposed to the best interests of the Corporation and, with respect to any criminal action
or proceeding, had no reasonable cause to believe his conduct was unlawful. The termination of
any action, suit or proceeding by judgment, order, settlement, conviction or upon plea of nolo
contendere or its equivalent, shall not, of itself, create a presumption that the person did not act
in good faith and in a manner which he reasonably believed to be in or not opposed to the best
interests of the Corporation, and, with respect to any criminal action or proceeding, that he had
reasonable cause to believe that his conduct was unlawful.

Section 2. Suits_in the Name of the Corporation. The Corporation shall
indemnify any person who was or is a party or is threatened to be made a party to any threatened,
pending or completed action or suit by or in the right of the Corporation to procure a judgment in
its favor by reason of the fact that he is or was a director or officer of the Corporation, or is or
was serving at the request of the Corporation as a director, officer, employee or agent of another
corporation, partnership, joint venture, trust, association or other enterprise, against expenses
(including attorneys’ fees) actually and reasonably incurred by him in connection with the
defense or settlement of such action or suit, if he acted in good faith and in 2 manner he
reasonably believed to be in or not opposed to the best interests of the Corporation, except that
no indemnification shall be made in respect of any claim, issue or matter as fo which such person
shall have been adjudged to be liable to the Corporation unless and only to the extent that the
Delaware Court of Chancery or the court in which such action or suit was brought shall
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determine upon application that, despite the adjudication of liability but in view of all the
circumstances of the case, such person is fairly and reasonably entitled to indemnity for such
expenses which the Delaware Court of Chancery or such other court shall deem proper.

Section 3. Successful Defense. To the extent that any person referred to in
Sections 1 and 2 of Article IV hereof has been successful on the merits or otherwise in defense of
any action, suit or proceeding referred to in such Sections, or in defense or iny claim, issue or
matter therein, he shall be indemnified against expenses (including attomeys fees) actually and
reasonably incurred by him in connection therewith.

Section 4. Determination to Indemnify. Any indemnification under Sections 1 .
and 2 of Article IV hereof (unless ordered by a court) shall be made by the Corporation only as
authorized in the specific case upon a determination that indemnification ofthe director or
officer is proper in the circumstances because he has met the applicable standard of conduct set.
forth therein. Such determination shall be made by the stockholders.

Section 5. Provisions Nonexclusive. The indemnification provided by, or granted
pursuant to, this Article I'V shall not be deemed exclusive of any other rights to which any person
seeking indemnification may be entitled, under the Certificate of Incorporation or under any
other bylaw, agreement, insurance policy, vote of stockholders or disinterested directors,
applicable law or otherwise, both as to action in his official capacity and as to action in another
capacity while holding such office.

Section 6. Insurance. By action of the Board of Directors, notwithstanding any
interest of the directors in the action, the Corporation shall have the power to purchase and
maintain insurance, in such amounts as the Board of Directors deems appropriate, on behalf of
any person who is or was a director or officer of the Corporation, or is or was serving at the
request of the Corporation as director, officer, employee or agent of another Corporation,
partnership, joint venture, trust, association or other enterprise, against any liability asserted
against him and incurred by him in any such capacity or arising out of his status as such, whether
or not he is indemnified against such liability or expense under the provisions of this Article IV
and whether or not the Corporation would have the power or would be required to indemnify him
against such liability under the provisions of this Article IV or of the DGCL or by any other
applicable law.

Section 7. Surviving Corporation. The Board of Directors may provide by
resolution that references to “the Corporation” in this Article IV shall include, in addition to this
Corporation, all constituent corporations absorbed in a merger with the Corporation so that any
person who was a director or officer of such a constituent corporation or is or was serving at the
request of such constituent corporation as a director, employee or agent of another corporation,
partnership, joint venture, trust, association or other entity shall stand in the same position under
the provisions of this Article [V with respect to this Corporation as he would if he had served this
Corporation in the same capacity or is or was so serving such other entity at the request of this
Corporation, as the case may be.
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Section 8. Continning Indemnification. The indemnification provided by, or
granted pursuant to, this Article IV shall continue as to a person who has ceased to be a director
or officer and shall inure to the benefit of the beirs, executors, and administrators of such person.

ARTICLEV
CAPITAL STOCK

!

Section 1. Certificates. The interest of each stockholder of|the Corporation shall
be evidenced by certificates for shares of stock in such form as the Board of Directors may from
time to time prescribe, The certificates of stock shall be signed by the President or a Co-Chief
Executive Officer and by the Secretary, or the Treasurer, or an Assistant Se¢retary, or an
Assistant Treasurer, and countersigned and registered in such manner, if any, as the Board of
Directors may by resolution prescribe. Where any such certificate is countexsigned by a transfer
agent other than the Corporation or its employee, or registered by a registrar other than the
Corporation or its employee, the signature of any such officer may be a facsimile signature. In
case any officer or officers who shall have signed, or whose facsimile signajure or signatures
shall have been used on, any such certificate or certificates shall cease to be|such officer or
officers of the Corporation, whether because of death, resignation or othen:[‘se, before such

certificate or certificates shall have been delivered by the Corporation, suchlcertificate or
certificates may nevertheless be adopted by the Corporation and be issued and delivered as
though the person or persons who signed such certificate or certificates or whose facsimile
signature or signatures shal have been used thereon had not ceased to be suth officer or officers
of the Corporation. Lo

Section 2. Transfer. The shares of stock of the Corporatioh shall be transferred
only upon the books of the Corporation by the holder thereof in person or by his attorney, upon
surrender for cancellation of certificates for the sime number of shares, with an assignment and
power of transfer endorsed thereon or attached thereto, duly executed, with such proof of the
authenticity of the signature as the Corporation or its agents may reasonably require.

Section 3. Record Dates. The Board of Directors may fix in advance a date, not
less than ten nor more than sixty days preceding the date of any meeting of $tockholders, or the
date for the payment of any dividend, or the date for the distribution or allotment of any rights, or
the date when any change, conversion or exchange of capital stock shall go into effect, as a
record date for the determination of the stockholders entitled to notice of, ard to vote at, any
such meeting, or entitled to receive payment of any such dividend, or to recéive any distribution
or allotment of such rights, or to exercise the rights in respect of any such change, conversion or
exchange of capital stock, and in such case only such stockholders as shall Be stockholders of
record on the date so fixed shall be entitled to such notice of| and to vote at,|such meeting, or to
receive payment of such dividend, or to receive such distribution or allotment or rights or to
exercise such rights, as the case may be, notwithstanding any transfer of an)% stock on the books
of the Corporation after any such record date fixed as aforesaid. -

Section 4. Lost Certificates. In the event that any certifitate of stock is lost,
stolen, destroyed or mutilated, the Board of Directors may authorize the is ce of a new
certificate of the same tenor and for the same number of shares in lieu therebf. The Board may
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in its discretion, before the issuance of such new certificate, require the owner of the lost, stolen,
destroyed or mutilated certificate, or the legal representative of the owner to make an affidavit or
affirmation setting forth such facts as to the loss, destruction or mutilation as it deems necessary,
and to give the Corporation a bond in such reasonable sum as it directs to iﬁdemnify the

Corporation. : !

i
ARTICLE VI 1

CHECKS, NOTES. ETC.

Section 1. Checks, Notes, Etc. All checks and drafts on the Corporation's bank
accounts and all bills of exchange and promissory notes, and all acceptances, obligations and
other instruments for the payment of money, may be signed by the President or any Co-Chief
Executive Officer and may also be signed by such other officer or oﬁcers,lgent or agents, as
shall be thereunto authorized from time to time by the Board of Directors.

ARTICLE VI

MISCELLANEQUS PROVISIONS

Section 1. Offices. The registered office of the Corporation shall be located at
the office of The Corporation Trust Company, Corporation Trust Center, 1309 Orange Street, in
the City of Wilmington, County of New Castle, in the State of Delaware anfl said corporation
shall be the registered agent of this Corporation in charge thereof. The Co poration may have
other offices either within or without the State of Delaware at such places ;E shall be determined
from time to time by the Board of Directors or the business of the Corporation may require.

Section 2. Fiscal Year. The fiscal year of the Corporation shall be determined by
the Board of Directors.

Section 3. Corporate Seal. The seal of the Corporation shdll be circular in form
and contain the name of the Corporation, and the year and state of its incorporation. Such seal
may be altered from time to time at the discretion of the Board of Directors;

Section 4. Books. There shall be kept at such office of the Corporation as the P
Board of Directors shall determine, within or without the State of Delaware;, correct books and
records of account of all its business and transactions, minutes of the proceedings of its .
stockholders, Board of Directors and committees, and the stock book, containing the names and
addresses of the stockholders, the number of shares held by them, respectivély, and the dates
when they respectively became the owners of record thereof, and in which t:'he transfer of stock
shall be registered, and such other books and records as the Board of Directors may from time to
time determine. ‘
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ARTICLE VII ,
AMENDMENTS

Section 1. Amendments. The vote of the holders of at ledst a majority of the
shares of stock of the Corporation, issued and outstanding and entitled to vote, shall be necessary
at any meeting of stockholders to amend or repeal these By-Laws or to adopt new by-laws.

These By-Laws may also be amended or repealed, or new by-laws adopted, at any meeting of the
Board of Directors by resolutions passed by the Board of Directors; provided that any by-law
adopted by the Board may be amended or repealed by the stockholders in thé manner set forth
above. {

Any proposal to amend or repeal these By-Laws or to adopt new by-laws shall be
stated in the notice of the meeting of the Board of Directors or the stockholders, or in the waiver
of notice thereof, as the case may be, unless all of the directors or the holders of record of all of
the shares of stock of the Corporation, issued and outstanding and entitled to vote, are present at
such meeting.
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BLB WORLDWIDE ACQUISITION, INC.

UNANIMOUS WRITTEN CONSENT
OF THE

BOARD OF DIRECTORS

The undersigned, being the directors of BLB WORLDWIDE ACQUISITION,
INC., a Delaware corporation (“Corporation”), acting without a meeting pursuant to Sec-
tion 141(f) of the General Corporation Law of the State of Delaware, does hereby adopt
the following resolutions:

Ratification of Actions of Incorporator

RESOLVED, that the Corporation hereby (i) ratifies and adopts the actions of any
kind of the Incorporator of the Corporation, as stated in and represented by the Statement
of Organization by Incorporator, in respect of the formation and incorperation, including
the adoption of the By-Laws appended to such statement, and (ii) indemnifies and holds
harmless the Incorporator and White & Case LLP and each of its partners, employees and
agents from and against any and all liability resulting from such or relating to such ac-
tions;

RESOLVED, that a copy of the Certificate of Incorporation, which was filed with
the office of the Secretary of the State of Delaware on April 14, 2004, be inserted in the
minute book of the Corporation;

RESOLVED, that the By-Laws, having been adopted by the Incarporator on April
14, 2004 as the By-Laws of the Corporation, be inserted in the minute baok of the Corpo-
ration immediately following the copy of the Amended and Restated Certificate of Incor-
poration.

Bank Accounts

RESOLVED, that this Corporation establish in its name deposit accounts with a
bank or trust company, upon such terms and conditions as may be agreed upon with said
bank, and that each of the officers of the Corporation or Mr. Charles Adamo (each, an
“Authorized Person”) are hereby authorized to establish such accounts.

Indemnification of Directors and Officers

RESOLVED, that the Corporation hereby undertakes to indemnify all directors
and officers of the Corporation to the maximum extent permitted under applicable law
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against any liability to third parties arising from such directors’ and omiers’ performance
in good faith of their duties and obligations as directors, officers and employees, as the
case may be, of the Corporation.

Chairman; Officers

RESOLVED, that Mr. Barry Stemnlicht is bereby appointed and'elected as Chair-
man of the Board of Directors.

RESOLVED, that Mr. Madison Grose is hereby appointed and jelected to the of-

_fices of President and Secretary of the Corporation.

RESOLVED, that Mr. Butch Kerzner is hereby appointed and elécted to the office
of Co-Chief Executive Officer of the Corporation. '

RESOLVED, that Mr. Len Wolman is hereby appointed and eletted to the offices
of Co-Chief Executive Officer and Treasurer of the Corporation.

Payment of Fees and Expenses

RESOLVED, that any and each of the Authorized Persons are authorized to pay
all fees and expenses incident to and necessary for the organization of tHis Corporation.

Fiscal Year

RESOLVED, that the fiscal year of the Corporation shall begin on January 1 and
shall end on December 31, of each calendar year.

Principal Office

RESOLVED, that the principal office of the Corporation be established at c/o
Starwood Capital Group, L.L.C., 591 West Putnam Avenue, Greenwich, CT 06830;

RESOLVED, that for the purpose of authorizing the Corporation to do business in
any state, territory or dependency of the United States or any foreign country in which it is
necessary or expedient for the Corporation to transact business, each of the officers of the
Corporation is hereby authorized to appoint and substitute all necessary agents or attor-
neys for service of process, to designate and change the location of all necessary statutory
offices and to make and file all necessary certificates, reports, powers of attorney and
other instruments as may be required by the laws of such state, territop', dependency or
country to authorize the Corporation to transact business therein, and, whenever it is expe-
dient for the Corporation to cease doing business therein and withdravs) therefrom, to re-
voke any appointment of agent or attorney for service of process, and té) file such certifi-
cates, reports, revocation of appointment, or surrender of authority as may be necessary to
terminate the authority of the Corporation to do business in any such state, territory, de-
pendency or country.
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Stock Certificate

RESOLVED, that the form of stock certificate, a copy of which is attached hereto
as Exhibit A, representing fully paid and non-assessable shares of the Corporation’s com-
mon stock, be and hereby is adopted for use by the Corporation.

Subscription

RESOLVED, that the Corporation hereby consents to and accepts the following
subscription for shares of Common Stock of the Corporation, at a par value of One Cent
($0.01) per share, for an amount equal to One Dollar ($1.00) per share subscribed for by:
BLB WORLDWIDE HOLDINGS, INC. One (1) share; and be it further ‘

RESOLVED, that in consideration for the payment to the Carporation of One
Dollar ($1.00) per share, the Corporation hereby aunthorizes the issuance, upon payment
of the aggregate subscription price of One Dollar ($1.00), one share of Common Stock of
the Corporation, at a par value of One Cent ($0.01) per share, fully paid and nonassess-
able, as follows: One (1) share to BLB WORLDWIDE HOLDINGS, INIC.; and be it fur-
ther

RESOLVED, that the Chairman of the Board of Directors or the President or a
Co-Chief Executive Officer and the Secretary or the Treasurer of the Corporation or any
other Officer of the Corporation be and is hereby authorized and directed te issue BLB
WORLDWIDE HOLDINGS, INC., upon payment of the aggregate subiscription price of
One Dollar ($1.00), stock certificates in a form acceptable to the Board of Directors evi-
dencing ownership of One (1) share of Common Stock of the Corporation.

General

RESOLVED, that all actions heretofore taken by any officer of the Corporation,
or an attorney-in-fact designated in writing by an officer of the Corporation, in connec-
tion with the transactions contemplated by any of these resolutions are hereby approved,
ratified and confirmed in all respects; and it is further

RESOLVED, that the officers of the Corporation are hereby authorized on its be-
half to take all such action and to execute and deliver any and all such certificates, in-
struments and documents, agreements and undertakings as they or any of them may con-
sider necessary or appropriate to enable the Corporation to carry out the intent and pur-
poses of these resolutions; and be it further

RESOLVED, that all actions of any kind heretofore taken by the Corporation in
connection with the foregoing resolutions be, and they hereby are, ratified, confirmed and
approved in all respects.

To facilitate the execution of this unanimous written consent, the same may be

executed in two or more counterparts, each of which shall be desmed an original and all
of which taken together shall constitute but one and the same instrument.

REWYCQRK 3939430 (1K)
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IN WITNESS WHEREOF, the undersigned have,

as of April 14, 2004.

’

ted this Consent effective

Mr. Barry S

Chairman

Mr. Butch Kerzoer
Director

H
1

H
i
H
}

Director :

i
Mr. Madison [Grose
Direclor H

Mr. Len WOLFK‘D

[Signature Page to Initial Board Resolution of BLB Worldwide Acquisition, Inc.)
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IN WITNESS WHEREOF, the undersigned have executed this Consent effective
as of April 14, 2004,

{Initinl Resolutions of Borrd of Directors of BLB Worldwide Acquisition, Inc.]
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IN WITNESS WHEREOF, the undersigned have executed this Consent effective
as of April 14, 2004.

Mr. Barry Stemlicht
Chatrman

Mr. Butch Kerzner
Director

Mr. Len Wolman
Director

Mr. Madison Grose
Director

[Initial Resolutions of Board of Directors of BLB Worldwids Acquisition, Inc.)
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SECOND AMENDED AND RESTATED
LIMITED LIABILITY COMPANY AGREEMENT

OF

BLB INVESTORS, L.L.C.

A DELAWARE LIMITED LIABILITY COMPANY

DATED AS OF APRIL 19, 2004
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BLB INVESTORS, L.L.C.
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SECOND AMIENDED AND RESTATED
LIMATED LIABILITY COMPANY AGREEMENT
OF
BLB INVESTORS, L.L.C.

THIS SECOND AMENDED AND RESTATED LIMITED LIABILITY
COMPANY AGREEMENT of BLB Investors, LL.C. (this “Aprecment”) is made and is
effective as of April 19, 2004, by and between Starbell lnvestors, L.L.C., a Delaware limited
liability company (“Starwood™), Kerzner Investments Acquisitions Limited (“Kerzner™) and
Watertord Group Investments, L.L.C. (*Waterford™). Capitalized terms uscd herein shall kave
the meanings ascribed to such terms in this Agreement,

- B XS0 IR an AS

WHEREAS, the Company was formed on March 1, 2004, pursuant to the Act;

WHEREAS, Starwood, Kerzner and Walerlord Development Peansylvania,
LL.C. (“WDP”) entered inlo a certain Limited Liability Company Agreement of the Company,
dated as of March 10, 2004 (ihe *“Original LLC Apreement™);

WHEREAS, pursuant 1o that certain Assignment of LLC Interest and Assumption
dated as of March 24, 2004, WDP assigned its Interest in the Company to Waterford and
Waterford assumecd WLP's Imerest in the Company and was admitted as a member of the
Company and agreed to be bound hereby and WDP withdrew as member of the Company;

WHEREAS, Kermmer and Waterford are sometimes collectively referred (o berein

as "KW Member™;
WHEREAS, Starwood, Kerzner and Waterford amended and restated the Original

‘'LLC Agreement pursuant to ‘lhat cerisin Amended and Restated Limited Liahility Company

Agreement of the Company enfered info as of March 29, 2004 (the “First Restated LLC
Agreement’™™);

WHEREAS, Starwond, Kergner and Walerford desire 1o amend and restate the
First Restated LLC Agreement on the terms herein provided; and

WHEREAS, the Members desire to participate in the Company for the purposcs
described herejn.

NOW, TBEREFORE, in copsideration of the agreements and covenants set forth
herein, and other good and valuable consideration, the receipt and sufficiancy of which are
hereby acknowledged, the pauties hereto agres to amend and restate the First Restated LLC
Agreement In ts entirety on the foregoing and following tertns and conditions:

NEWYDRR 301350214 12K
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Section ). Definitions. Caphalized terms used herein withoul delinition have the
meanings ascribed to them in Exhibit B attached bereto.

Section 2. Orpanization of the Company.

2,I. Name. The name of the Company is “BLB Investors, L.L.C.". The
business and affairs of the Company shall be conducted under such name or such other name as
the Members deern necessary or appropriate o comply with the requirements of law in any
jurisdiction in which the Company may clect to do business.

22. Place of Repistered Office; Repistered Agent. The name and address of
the registered agent for service of process on the Company in the State of Delaware is The
Corporation Trust Company, 1209 Orange Street, Wilmington, Delaware 19801. The
Management Comumittec may at any time on five (5) days prior notice to all Members change the
location of the Company’s registered office or change the registered agent.

2.3. Principat Office. The principal address of the Company shafl be c/o
Starwood Capital Group Global, L.L.C., 591 W, Putvam Avenue, Greenwich, Connecticut
06830, or at such other place or places &s may be determined by the Management Commiltee
from tisoe to time.

2.4. Filings. On or before cxecution of this Agreement, an authorized person
within the meaning of the Ac) shall have duly filed or caused to he filed the Certificale of
Formation of the Company with the office of the Sceretary of State of the State of Dclaware, as

- provided in Section 18-201 of the Act, and the Members hereby ratify such filing. The Members

shall use their reasonable efforts 1o take such other actions as may be reasonably necessary to
perfect and maintain the status of the Compamny as a limited liability company under the laws of
State of Delaware. Notwithstending anything contained herein to the contrary, the Company
shall not do business in any jursdiction that would jeopardize the limitation on liability atforded
10 the Members under the Act or this Agreement.

2.5. Temm. The Company shall continue in existence from the date hereof in
perpetuity, unless the Company is dissolved as provided in Section 14 or soener tceminated by
the Management Committee, whichever shall occur caslier.

2.6, Expenses of the Company. Except as otherwise specifically provided in
this Agreement or determined by the Management Committee, ¢ach of the Campany and each
Member shall bear its own cousls and expenses in conmection with entering into this Agreement
and consummation of the transactions and performance of ils obligations contemplated hereby.
Such costs and expenscs of the Company, which shall be borne by the Company, shall include,
without limitation, all legal and other professional fees and organizational expenses incurred in
copnection with the formation of the Company and all matters relating to the Offer and the
underwriting snd pursuit of the acquisition of Wembley (including, without Limitation, all
regulatory approvals, such as ander the Han-Scott-Rodino Act); provided, howsver, that costs
and expenses of the Company shall not include any costs and expenses and other professivnal
fees incurred by cither of the Members to the extent such costs and expenses relate to the
negotiation of this Agrcement, poods or services bepefiting such Member in an individual

MEWYURK 541992 v59 (2X) -2-
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capacity and not benefiting the Company genezally, all of which costs and expenses shall be
borne by the Member incurring them. The Membrers shall cooperate to ensure that the costs and
expenses of all Advisors shali be allocated appropriately between the Company and the Mernbers
in accordance with this Section 2.6.

Section 3. Purpose. The purpose of the Company, subject in each case to the
terms hereof, shail be to, directly or indirectly (through one or more Affiliates of the Company),
acquire shares in Wembley plc (“Wembley™) and 1o engage o all husiness and investment
activities of any nature relating to, or involving, Wembley and jts assets and/or the awnership of
such shares, including, without limitation, engaging in the business of acquiring, owning,
operating, developing, renovating, repositioning, menaging, Jeasing, selling, financing ard
refinancing the ceal estate and real estate related invesiments (or portions thereof) located
primarily in the United States and the United Kingdom, which are either owned by Wembley or
one ot more of its Subsidiaries (any such propenty acquired or owned as aforesaid shall
beseinafter he referred o as a “Property’™, and sl other activities reasonably necessary fo carry
out such purposc or permitted under the Act.

Section 4. Conditions.

4.1, No Tender Offer. (a) If (x) on or before 11:59 PM EST on April 27, 2004,
the Company or an Affiliate of the Company has not made an Offer or {y) if the Closing of the
Offer has not occurred within the maximum period permitted under the Tokeover Code (or any
exiended period approved by the Takeover Panel), then any Member shall have the right at any
time theceafter ta trigger the sale of all of the assets of the Company (i.e., all shares and options,
if any, of Wembley then owned, directly or indirectly, by the Company) (the “Unwind™), on and
subject to the procedures set forth herein, Subject to the procedures set forth in this Section,
such Member (the “Unwind Initiator™), which desires 1o cause the Unwind, shall have the right
1o effecl the same by giving 1o the other Members (the “Linwind Recipients™) and the Company
notice thereof (an “Unwind Noticg™). If an Unwind Notice is dclivered, the Management
Committes shall initiate and proceed with the Unwind, provided that any Unwing Recipient shall
have the right to patticipate int such Unwind as an acquiror {on 1o more favorable terms (hun any
third party} il so determoined by the Management Commitlee (provided the Representative
appointed by such Unwind Recipient clecting to so participate shall be cxcluded from all
discussions and decisions by the Company regarding such determination and the Unwind). The
Management Committee shall use jts conimercially reasonable efforts to cause the Unwind to be
consummated within ninety (90} days after the date of the Unwind Notice on the best terms
available to the Company, as rcasonably determined by the Managemenl Commitlee (excluding
the Representative appointed by any such interested Unwind Recipient described in the
preceding sentence, if any),

4.2.  Conduct of the Offer. Notwithstanding anything to the contrary in this

Agreement:

(a)  Subject to Sections 4.2(b) and Lo any obligations of the Company and/or
any of the Members to be performed prior to the issue of the Press Announcement, this Section
4.2 is conditional in all respects vpon the fulfillment or waiver of the following conditions
precedent {i) execution by the Campany of the binding commitment letters only comprised

CRWYORK J841092 vid (TK) '3'
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within the Financing Documents; and (if) the issuance of the Press Announcement, Immedistely
following the fulfillment of the foregoing conditions precedent in this Section 4.2(a), each of the
Members and the Company shall use their respective commercially reasonable efforts 1o proture:
(1) the Closing of the Offer and (2} exccution of ail documents and completion of all matters
required for drawdown by the Company under the Firancing Documents, and the Company will
notify the Members in writing immediately upon fulfiilment thercof.

(&} (1) the conditions precedent in Scctiong 4.2(a)(i) and 4.2(2)(}i) have not
been fulfilled on or before the Latest Announcement Time; (2) Section 4.2(a)(1} has nat been
fulfilled on or before the date falling four (4) months after posting of the Offer Document; or (3)
Section 4.2(a)(2) has not been fulfilied within fonyteen (14) days of the Closing of the Offer, or
in any case by such later daie as the Takeover Punel may consent 1o and may be agreed in
writing by the Members, then the pravisions of this Section 4.2 shall thereupon become null and
volid ab initio.

{c)  The Company and the Members agree and urdertake $o do (or cause the
carrying out of) the following: (1) the Company and the Mcmbers shall use their respective
commercially reasonable efforts to nepotiate in good faith the Financing Documents; (2) the
Members shall (in accordance with their respective Percentage Interests), nolwithstanding the
default by any other Member or Members in the provision of funds to the Company as
contemplated by this Section 4.2(c)(2), make additional Capital Contributions to the Company in
cash or othecwise provide sufficient readily available funds to the Company so that their
respective proportions of the total amount contibuted, together with the proceeds anticipated 1o
be advanced under the Financing Docwnents, shall epable the Company to purchasc the Second
Tranche (Option) Shares (as defined in the Sale and Call Option Agreement) and the Third
Tranche (Salc) Shares (as defived in the Sccond Sale Agrecment) or as otherwise agreed by the
Members; and (3) the Company shall on or prior to 6.00 a.m. (Londor lime)} or March 30, 2004
hold a mecting of the Management Committee at which it is resolved that the execution of and
the performance by the Company of its obligations upder the Financing Documents and the
rclease of the Press Announcement and any other relevant documents are approved. Following
the issuance of the Press Announcement and on or before the date of the Wembley Acquisition,
the Company acd the Members shall (in accordance with their respective Percentage Interests),
notwithstanding the default by uny other Member or Members in the provision of funds to the
Company as contemplated by this Section 4.2(c)(2), make additional Capital Contributions to the
Comparnty in cash or atherwise provide sufficient readily available funds to the Company so that
their respective proportions of the tolal amount contributed, together with the proceeds
mnticipated to be advanced under the Financing Documents, sha!l epable the Company (x) to
purchase Wembley Shares pursuant to the (Offer; and (y) to pay certain costs, fees, and expenses
related to the Offes (or to such other higher level of equity funding by the Company as may be

required parsuant W the Financing Documents). Notwithstanding anything to the contrary in this

Apreement, nothing contained herein or otherwise shall require a Member to pay any amounts or
make any Copital Contributions in excess of the amount specifically stated that it {or its
Affiliatc) has undertaken to contribule undee the JPM Lelter, as adjusted to reflect the changes in
the Percentage Interests described in Section 5.3.

(&)  Conditional upon the occurrence of each of the events conlemplated in
Scetion 4.2(c) and exccution by the Company of the Financing Documents, the Company
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underizkes to announce its firm intentivn to make the Offer, on the terms of the Press
Annvuncement (subject to such non-material changes as may be pade 1o the tenms of the Press
Announcement by the Company in its absolute discretion having used ali commerciully
reasonable efforts to consult with each of Starwood and the KW Member) by 7.00 a.m. (London
time) on March 30, 2004 and in any event by no laler than the Lalest Annonncement Time.

{¢&)  The Company undcriakes, and each of the Members undertake that they
shali causs the Company, to conduct the Offer in accordance with the provisions of the Tukeover
Code (and/or the directions or tulings of the Tnkeover Panel, and shall structure the Offer such
that it is a "“takeover offer” for the purposes of Section 428(1) of the UK Companies Act). The
Company and the Members shall co-operate in the conduct of the Offer and the production and
drafing of all documents roquired to be published in comnection with the Offer, mcluding,
without limitation, the Press Announcement and the Offer Ducument {(which shall be on terms
consistent with the Press Announcement unless otherwise consented 1o by the Takeover Panel
and agreed in writing between Starwood and the KW Member), to use their respective
cornmercially reasonable efforts to satisfy the conditions of the Offer and 1o funding upder the
Fipancing Documents (including by making such filings with regulatory authorities as may be
necessaty in connectjon with the Offer) and to provide such information as may be required (by
law or by the rules of any competent regulatory body (including, without limitation, the UK
Listing Authority and thc Takeover Panel)) o be included in soch documents, including ail
material information they may possess regarding Wembley or the Offer, unless restricted by law,
regulation or obligations of confidentiality. The Membets shall share, and shall procure that
their respective Affiliates shall share, with the other Members all material information they may
possess regarding Wembley, its Affiliates or otherwisc with respect to the Offer. The Members
and the Company shall execute all documents (in a form agreed between themselves) and
perform all acts as may be reasonably requised to implement the Oiter (iocluding permitting the
Company to drawdown funds under and in accordance with the Financing Documnents and the
Compuny shall discharge its obligations under the Financiop Decuments accordingly). Each of
the Members agrees that they shall be responsible for al) information rclating to it or its Affiliates
inctuded in the Press Announcement or the Offer Document and shall indemnify the Cumpany
for any Loss suffercd or incurred by the Company as a result of (1) such information not being
true and acturate; or {2) any failure to disclose any information reguired to be included in the
Press Announcement or the Offer Docwment, in cach case whether required by law or by the
rules of any competent regulatory body {including, without limitation, the UK Listing Authority
and the Takeover Pancl),

{f)  Each of the Members and the Company hercby underiakes (1) that
following the issue of tbe Press Announcement no changes (including waiver) shall be made to
the conditions, price or other terms of the Offer (including a3 to any revisicn of the Offer)
without the written apreement of each of the Members or the Management Committee; (2) that
ro changes shall be made to the corporate structure ugrecd to be implernented for the making of
the Offer (including, withaut limitation, the agreed proportionatc membership interests in the
Company or equity shbscriptions in the Company (other than in the circumstances contemplated
by, and in accordance with, Section 5.2(b)) without the writlen agrocment of cach of the
Moembers or the Management Committee; (3) to make all upplicable tax elections (and procure
that any Subsidiary of the Company nakes al) applicable tnx elections) and take such other
necessary nctions as may be required to implement the agreed corporate strocrure (as set forth in
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a memorandum prcpared by White & Casc LLP, dated March 29, 2004), for the making of the
Offer and the consummation of the transactions described therein, or as otherwise agreed by the
Members or the Management Comittee; (4) thet no Member or any of their respective Affiliates
or the Company shall purchase, offer to purchase, acquirc or sgree 1o acquirc any interest in
Wemblcy or any subsidiary of Wembley (except as contemplaled by the Sale and Call Option
Agreement or the Sccond Sale Agreement or as otherwise agreed by Starwood and the KW
Member); (5) that no Member or any of theit respective Affiliates (other than on behalf of the
Company) shall directly or indirectly solicit or cngage in negatiations with any person in relation
to (a) any business combination involving Wembley or any Affiliate of Wembley; or (b} the
acquisition of a substantial equity interest in, or a substantial portion of the assets of, Wembley
or any Affiliate of Wembley; (6) that no Member will make or assist in meking, or provide any
assistance to any other person to make, a general offer for the share capital of Wembley or put
itself in a position where it ig obliged to make such an offer under the Takeover Code; (7) that no
Member or any of their respective Affitiatcs or the Company shall act in such a manver as to
create publicity surrounding the Offer that would, or might reasonably be expecied 1o, resullina
breach of the Takeover Code, the UK Secusities Act or other applicable law or regulation except
as required by law, regulation, the rulcs of any stock exchange on which the shares of such
Member or its Affiliates arc listed, or hy the Takeover Panel, or in accordance with guidelines
agreed by Starwood and the KXW Momber, and where such Member of the Company is required
by law, regulation, the rules of a stock exchange or the Takeover Panel to make an
announcement, such announcement will be no more extensive than is necessary or appropriate
end the party intending to make the announcement will consult with the other Members and the
Company; (8) that no Member ar any of their respective Affiliates or the Company shall prior to
the Closing of the Ofler, do any act or thing or omit to do any act or thing the cornmission ot
omission of which would result in 2 breach of the Takeover Code, constitute a breach of any of
the warranties given by such Member it they were given at the Closing of the Offer or which
would make any of the wurantics untrue or inaccurate or mistcading if they were given a1 the
Closing of the Offer; and (9) that no Member or any of their respective Affiliates or the
Company shall take any action ar omit to do any act or thing (including without limitation, with
respect 10 transferring such Member’s Inlerests or admitting new Members 1o the Company) the
comunission or omission of which would materially adversely affect the Company’s or any
Subsidiary’s ability to obtain, or prevent the Company or any Subsidiary from obtaining, receipl
of any regulatory approval or ticense in conncction with the transactions contemplated hereby, or
required or desirable for the Company or any Subsidiary to opemaile, including, without
limitation, any approval of any applicablc gaming or ticensing buard or corumission.

{20 The Company shall (unless the Takeover Panel otherwise consents to the
contrary), following the issuc of the Press Announcement and in any event within 28 days of the
date of such announcement (or such later date as may be approved by the Takcover Panel), post
the Offer Document ¢o the existing holders of Wembley Shares. The Company shall on os prier
to April 27, 2004 hold a meeting of the Management Committee at which it is resolved that the
posting of the Offer Document and the execution of and the performance by the Company of its
obligations under any other documents or the 1aking of any action reysonably required to give
effect to the Offer Document are approved,

(h) I the Offer is made, the Cumpany (if appropriate) shall issuc an
announcement a3 contemplated by Lhe Takeover Code in respeel of (1) satisfaction of the
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Acceptance Condition; (2) the satisfaction of any other condition o the Offer, and (3) the
Closing of the QOffer, or the failure to fuldill any condition applicable 1o the Offer. Each of the
Members acknowledge and agree that the Company shall not be entitled to, and the Company
undertakes pot to, waive the Acceptance Condition or any other condition 10 the Offer (except in
such ¢ircumstances as may be approved by the Takeover Panef) and shall only be entitled to
declare the Offer unconditional as to acceptances if the Acceptance Condition has been satisfied
and in eny cvent no earlier than 60 days following the posting of the Offer Document (or such
other date as the Members and, if necessary, the Takeover Panel may agree). The Members and
the Company further undertake to keep the Offer open for acceptances or otherwise extend the
Offer for the maximum duration as may be peomitted under the Takeover Code or as otherwise
agreed between the Members and, if necessary, with the Takeover Panel.

(1) The Members and the Company shall, as soon as reasonsbly procticable
following the Offer being declared unconditional as 1o acceptances and the necessary regulatory
clcarances having been obtained, implement the Lincoln Park Reorganization.

) The Memibers aad the Company shall, as soorn as reasonably practicable
following the Closing of the Offer, procure that the Wembley Shares are de-listed from the
Official List of the UK Listing Authority and that admission to trading on the London Stock
Exchange is cancetled and procure that Wembley shall do ail such things and take all such acis
as may be reasonably requized to give effect 10 such de-listing and cancellation.

(k)  To the extent available, the Compeny shall implcment the Compulsosy
Acquisition Procedure in accordaace with the provisions of sections 428 to 43¢ of the UK
Companies Act in respect of any minority shureholdings in Wembley. Each of the Members and
the Company undertakes to take all such acts to give effect to the Compulsory Acquisition
Procedure and, in 1he event that a minority shareholder {or shareholders) applies to the High
Court of Tingland and Wales to oppose the implementation of the Compulsory Acquisition
Procedurse, shall use their respective commercially reasonable efforts {o co-operate in opposing
such application.

()] The Compuany shall {I) to the exient that the Compulisory Acquisition
Procedure has been successfully implemented, prompily thereafter, or (2) to the extent that the
Compulsory Acquisition Procedure has been commenced but has not been successfully
completed, as soon as reasonably practicable following the expiry of a peried of two (2) months
after the commencement of the Compulsory Acquisition Pencedure, or (3) to the exient that the
Company was unablc to implcment thc Compulsory Acquisition Procedure, as soor as
reasonably practicable following the expiry of a period of four (4) months following the posting
of 1he Offer Document, procure that Wembley is re-registered ns a private company. The
Company shall convene (or shall procure that Wembley skall convenc) the Fust EGM. The
Company undertakes to take all such acts (including voting in favor of such resolution) to give
effect 10 the Re-registration (which shall include such amendmeants to the memorandum and
articles of association of Wemblcy as may be required o give cffect to the principle of the Re-
registration).

{m) The Compuay shall as soon as reasonably practicable following the Re-

registration, procure that Wembley implemenis the Whitewash (1o the extent required). The .
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Company shal} convenc {or shall procure that Wembley shall convene) the Second EGM. The
Company undertakes to take all such acts (including voting in favor of such resolution) to give
effect to the Whitewash.

Section 5. Capital Confributions, Loans, Percentage Interests and Capital Accounts.

5.1,  [Initial Capita} Contributions. Starwood, Kerzner and Waterford have each
made an initial Capital Contribution to the Company of cash in the amaunts set forth in Exhibit
A attached herelo.

52, Additional Capital Contributions. (2) (1} Additional Capita! Contributicns
shall be made by the Members s provided in Section 43. Supplementing Sections 4.2(¢) and
5.3 and in connection with the purchase of the Second Tranche (Option) Shares and the Third
Tranche (Sale) Shares, cach of the Members shall make Capital Contributions to {he Company in
cash or otherwise provide sufficient readily available funds to the Company such that, following
such Capital Contributions, the Total Investment of each Member shall be in accordance with the
wespective Percentage Interests set forth on Exhibit A under the ¢olumn “New Perceniage
Interesls”. Further, additional Cupital Cuntributions may be called for from the Members by the
Munagement Committee, by written notice to the Members from tige to time as and (o the exfent
capital is necessary to effect an investment or expenditures approved by the Management
Committee. Except as othierwisc agreed in writing by the Members, such additional Capital
Conmributions shall be in an amount for each Member equal to the product of the amount of the
agpregate Capital Contribution called for multiplied by each Member’s Percentage Interest. The
Capital Contributions required to be made by cach Member shall be contributed or advanced, as
the case may be, in cash by such Member from its own sources. Such additional Capital
Contributiops shel} be payable by the Mambers to the Company upon the earlier of (i) twenty
{20) days after written request from the Management Committee, or (i) thc date when the
Capital Contribution is 1equired, as determined by the Management Commiltee.

()  Each Member hereby acknowledges receipt of (i) a copy of the comfort
Jetters (the "Alpha Letters™ delivercd by each other Member (or its Affiliale) to Active Value
Fund Managers Limited (“Alpha’), and (ii) a copy of the comfort letter dated March 30, 2004 (as
amended, supplemented gr otherwise modified in writing from tine to time, including in
connection with a revised Offer, the “JEM Letter” and, together with the Alpha Letter, the
“Comfort Letters™ delivered by cach Member (or its Affiliate) and the Company to J.P. Morgan
ple, C‘JEM™), cach in respect of, among other things, its agreement to make certain capitat
contributions to the Company, If Alpha ot JPM enferces its rights under any Comfort Letter
disproportionately as araong the Members (calculated by reference lo the relative Percenmage
Interests of the Members), the Members shall (without any further acion reguired by the
Management Committee or approval of the Members} make payments to each other or capital
contributions to the Company (with the Company imunediutely making corresponding
distributions to the appropriate Member?), at the option of the Member to receive such payment or
distribution, so that the Mcmbers bear the obligations under the Comfort Letters, and the Capital
Contriburions of the Mcembers are, in proportion with their rclative Percentage Interests,
Amounls funded by any Member in respect of the Comfort Letter labilitics of any other Member
(until repaid or returned pursuant fo the preceding sentence) shall be {reated as a Joan to such
ather Member and shall be repaid upon Jemand and prior to any dislributions to such other
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Member {which distributions shall be applied to the repayment of such loan}, together with
intercst thereon ot the rate of twenty percent (20%) per annum, but in no event in excess of the
hiphest rate permitied by applicable laws (lhe “Defoult Rate'). Further, each Membes shal be
entitied to enforce the obligations of each other Member (and the obligations of its Affiliate)
under the Comfort Letters delivered by such other Membexs (or their Affiliates). The terms of
this szciion shall survive the dissolution and/or 1eomination of the Company.

) If « Member (a “Defaalting Member™) fails to make u Capital
Contribution that is required 25 provided in Scction $.2(s) within the time frame required therein
{the amount of the failed contribution shall be the “Deflault Amount”™), the other Member(s),
provided that it has made the Capital Contribution required to be made by it, in addition to any
other remedies it may have hereunder or at law, shall have one or mare of the following remedies
(If more than one Member elects to make a Default Loan or Capital Contribution in respect of
the Default Amount, each Mcember so clecting shall be permitied to do 5o on 2 pro rata basis
based upon their respective relative Percentage Interests):

(1) subject to any applicable thin capitalization limiations on indebtedness of
the Company or any other limitations pursuant to tax or othcr Applicablc Laws, 1o treat
its portion of the Capital Contribution as a Joan to the Company (rather than a Capital
Conuibutior) and to advance to the Company as a loan 1o the Campany an amount cqual
to the Default Amount {each such loan, a “Defaull Loan™), which loan shal) be evidenced
by a promissory note in form reasonably satisfactary to the non-failing Member and
which lopn shall bear interest at the Default Rate and be payable on a first priority basis
by the Company from avaijable Cush Flow and prior to any Distributions made to any
Member, If more than one Member has loans outstanding to the Company under this
provision, such loans shall be payable to each Moember in proportion to the quistanding
batances of such loans to cach Member at the tinie of payment.  Any advance to the
Company pursuant fo this Section 5.2(b)(1} shafl not be treated us a Capital Contribution
made by the Defaulting Member; or

(2) 1o make an additional Capital Contribution to the Company equal to the
Default Amount whercupon the Percentage Interests of the Members shall be recalculated
o (i} increase the non-defauiting Member's Percentape Interest by the percenmiage
determined by dividing the Default Amount by the sum of the Members' Total
Investment (taking into account such additional Capital Contribution) and by increasing
its Capital Account by the Default Amount, aad (ii) to reduce the Defaulting Member's
Percentage Interest by the pereentage computed in subparagraph (I) and by decreasing is
Capital Account by the Default Amount,

53. Pecrentage Ownership Interest. The Members have the percenlage

ownership interests (as the same are adjusted as provided in this Agreement, a “Percenlage
Interest™ in the Company set forth on Exhibit A under the columm caplioned “Prior Percentage
nterests” immediately following the Capital Contributions provided for in Segtion 5.1. From
and afler the making of the Capital Contributions described in the second sentence of Section
5.2(a)X(1), the Members shall have the new tespective Percentage Interests sct forth on Exhibit A
under the column caplioned “New Percentapge Interests™. The Percentage [nterests of the
Members in the Company shall be adjusted as necessury so that the respeclive Percentage
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Interests of the Members at any time shall be in proportion to their respective cumulative Total
nvestment made (or deemed to be made) pursuant (o Sections 5.1 and 5.2, as the same may be
further edjusted pursuant to Section 5.2(b}(2). Percentage Interests shall not be adjusted by
distributions mede (or deemed made) to a Member.

54. Retumn of Capital Contribution. Except as approved by the Management

Committee, no Member shall have any right to withdraw or make a demand for withdrawal of
the balance refleeted in such Member's Capilal Account (as determined under Section 5.6) until
the full and complete winding up and liquidation of the business of (he Compuny.

5.5. No Interest on Capitnl, Interest eamed on Company funds shall inure
solely 1o the benefit of the Company, and no interest shall be paid upon any Capital
Contributions nor upon any undistributed or reinvested income or profits of the Company.

5.6. Capital Accounts. A scparaie capital account (the “Capital Account™
shall be maintained for esch Member in accordance with Section 1.704-1(b}{2)(iv) of the
Regulations, Without limiting the focegoing, the Capital Account of each Member shall be
increased by (i} the amount of any Capital Contributions made by such Member, (ii) the amount
of Tncome allocated to such Member and (iii} the amount of income or profits, if any, allocated
to such Member not otherwise taken into account in this Section 5.6, The Capital Account of
each Member shall be reduced by (i) the amount of any cash and the faie market value of any
property distributed to the Member by the Company (net of labilities secured by such distributed
property that the dMember is considercd to assume or take subjoct te), (ii) the amount of Loss
sllecoted to the Member and (iii) the amount of expenses or losses, if any, allocated to such
Member not otherwise faken into account in this Section §.6. The Cupital Accounts of the
Members shall not be increased or decreased pursuant to Regulations Section }.704-
KBYDGVI(E) 1o refloot a revaluation of the Company’s assets oo the Company's books in
connection with any contribution of money or other property to the Company pursuant to Section
3.2 by cxisting Members. [f any property other than cash is distributed 10 a Member, the Capital
Accounts of the Members shall be adjusted as if such property had ivstead becn sold by the
Company for a price equal to ils fair market vatue, the gain or foss allocated pursuant to Section
2, and the proceeds distributed. No Member shall be obligated 1o restore any negative balance in
its Capital Account. No Member shall be compensated for any positive balunce in its Capital
Account except as otherwise expressly provided herein. The forepoing provisions and the other
provisions of this Agreement relating to the maintenance of Capital Accounts are inlended 1o
comply with the provisions of Regulations Segtion 1.704-3(b}(2) and shall be interpreled and
opplied in a manner consistent with such Repulations.

5.7. New Members. The Company, at ihe direction of the Management
Commitiee, may issue additional Interests and thereby admit a new Member or Members, as the
case may be, to the Company, cnly if such new Member (i) has delivered to the Company its
Capital Coptribution, (i) has agreed in wriling 1o be bound by the terms of thizs Agreement by
becoming a party hereto, ond (iii) has delivered such additional documentation as the
Management Coramitice shall require to so admit such new Member lo the Company. A new
Member may not be admitted to the Company if the Company would, or may, have in the
aggregate more than ovne hundred (100) members or would be expressly prohibited 1o be a
Member under this Agreement. For purposes of determining the number of members under this

NCWYORE 3901992 v14 (IR} -10-

0224



Section 5.7, a Person (the “beneficial owner™) indirectly owning an interest in the Company
through a partnership, grantor trust or S corporation {as such terms are used in the Code) (the
“flow-throngh entity™) shall be considered a member, but only if {3} substantially all of the value
of the beneficial owner’s intercst in the flow-through cotity {s attributable to the flow-through
enlity’s inferest (dircct or indircet) in the Company snd Gi) in the solc discretion of the
Management Committee, a principal parpose of the use of the How-through entity js o permit
the Corapany to satisfy the 100-membcr limitation.

Section 5. Distributions.

' 6.l. Distdbution of Distributable Funds. The Management Committee shail
calculate and determine the amount of Distributable Funds for each applicable period. Except as
provided in Sections 5.2(b), 6.2, 6.3 or 14.3 or otherwise provided hereunder, Distributable
Funds, if any, shall be distributed to the Members guarterly or from time to time as determined
by the Management Committee. Such Distributable Funds shall be distributed to the Members in
proportion to their respective Percentage Intcrests.

6.2,  Distribution Priority for Indemnities. Any distributions otherwisc payable
to a Member under this Agreement shall be applied first to satisfy amounts due and payable on
account of the judempity and/or confribution obligations of such Member under this Agrecment
and/or any other agreement delivered by ar obiigation of such Member to the Compuny or uny
other Member (including, without limitation, a Default Loan), but shall be deemed distributed o
such Member for purposes of this Agreement.

6.3. Distributions in Kind. In the discretion of the Management Commitice,
Distributable Funds may be distributed 1o the Members in cash or in kind and Members may be
compelled (o accept a distribution of any asset in kind. In the case of all assets 1o be distributed
in kind, the amount of the distribution shall cqual the fair market valuc of the assct distributed as
determined by the Management Commillee. In the case of u distribution of publicly traded
property, the fair macket value of such propesty shall be deemied to be the average closing price
for such property for the thirty (30) day period immcdiately prior to the distribution, or i such
properiy has not yet been publicly traded for thirty (30) days, the average closing price of such
propexty for the periad prior ta the distribution in which the property has been publicly traded.

6.4. Taxable Income. The Members acknowledge that if is the intent of the
Members and the Company, 1o the extent practicable, not 1o cause any Member to realize taxable
income without distributing to such Member (and to each other Member on 8 pro rata basis based
upon their respective Percentage Interests, whether or nat such other Member will sa realize
taxable income) an amount at Jeast equal 1o the amount of any 1axes payable on such taxable
income prior ta the time any such amounts become payable. The Members shall usc their
vommercially reasonable efforts to comply with the iment of this Section 6.4, 1 the extent
practicahle.

Section 7. Allocations.

7.1.  Allocstion of Net Income and Net Losses Other than in_ Liquidation.
Except ns otherwise provided in this Agreement, Net Income and Net Losses of the Company for
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each Fiscal Year shall be allocated among the Members in a manner such that, as of the ¢nd of
such Fiscal Year and taking into account all prior allocations of Net Income and Net Losses of
the Company and all distributions made by the Company through such date, the Capital Account
of each Member is, as nearly as possible, equal to the distributions that would be made to such
Member pursuant to Seclions 6.1 and 8.2 if the Company were dissolved, its affaits wound up
and assets sold for cash equal to their book value, all Company liabilitics were satisfied, and the
nct asscls of the Company were distributed in accordance with Sections 6.1 and 6.2 immediately
after such allocation.

7.2.  Allpcation of Net income and Net Losses in Liquidation. Net Income and
Net Losses realized by the Company in connection with the liguidation of the Company pursuant
to Section 14 shall be aflocated among the Members in a manner such that, takiag into accoum
all prior allocations of Net Income and Net Losses of the Company and all distributions made by
the Company through such date, the Capital Account of each Member is, as nearly as possible,
equal to the amount which such Member js entitled to receive pursuant to Sectiog 14.3(3)(if).

73, U.S. Tax Allocations. (a) Subject to Section 704(c) of the Code, for US.
federal and state income tax purposes, all items of Company income, gain, loss, deduction and
credit shall be allocated among the Members in the same manner as the corresponding item of
income, gain, loss, deduction or credit was allocated pursuant 1o the preceding paragraphs of this
Section 7.

(b)  Code Seclion 704(c). In accordance with Code Section 704(c) and the
Treasury regulations promulgated thereunder, income and luss with respect to any property
contributed to the ¢opital of the Company (including, if the property so contributed constitutes a
partacrship interest, the applicable distributive share of each item of income, gain, lass, expense
and other items atwibutable to such parmership intorest whether expressly so allocaled or
reflecied in parinership allocations) shall, solely for U.8. federal income tax purposes, he
allocated among the Members so as to take account of any variation between the adjusted basis
of such property to the Company for U.S. federal income tax purposes and its Agreed Upon
Velue at the time of contribution. Such allocation sball be made in accordance with the remedial
method set forth io Regulations Section 1.704-3(b).

Any elections or other decisions relating 1o such allocations shall bo made by the
Munagement Commitiee in any manner that reasunably rellecly the purpose and intention of this
Agrecmaent.  Allocations pursuant to this Section 7.3, are solcly for purposes of U.S. federal,
state and Jocal income taxes and shall not affext, or in any way be taken into account in
computing, any Momber's share of Net Income, Net Loss, other items or distributions pursuant
1o any provisions of this Agreement,

Section 8. Rooks. Records, Tax Matters and Bank Accounts.

8.1.  Books and Records. The books and records of account of the Company
shall be maintained jo sccordance with generally accepted accounting principles in the United
States, consistently applied and sball be reconciled to comply with the metheds followed by the
Company for U.S, Fedcral income tax purposes, consistently applied. The books and records
shall he maintained ar the Company’s principal office or at a location designated by the
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Management Commitite, and all such books and records (and the deatings and other affairs of
the Company and its Subsidiaries) shall be available to any Member for any reasonable purpose
at such location for review, investigation, audit and copying, at such Member’s sole cost and
expense, during normal business hours on at least twenty-four (24) howrs prior natice. In
‘connection with such review, investigation or andit, such Member (and its representatives and
agetits} shall have the unfettered right (o meet and consult with any and all employees of the
Company and any other Member {or any of their respective Affitiates) and to attend meetings
and independently meet and consult with any and al} third parties (including, without limitation,
gavemmental agencies and/or lenders) baving dealings or any other relationship with the
Company or any of its subsidiaries in respect of the Company or any of its Subsidiaries,

8.2, Repors and Financial Statements. (a) Withia twenty (20} days afier the
end of ench month, the Management Commitiee shall cause each Member to be fumnished with
the reports described in Exhibit D sttached hereto and such other reports deemed appropriate by
the Management Commiltee or reasonably requested by a Member, cormputed as of the last day
of the applicuble peried, calculated Jor such period and for the Fiscal Year to date, logether with
a statement of all tronsactions with and/or fees paid to the Members and/or thelr respective
Afhliates.

(b)  In asddition to the reports deseribed in Section 8.2(a), within twenty (20)
days of the end of each quarter of each Fiscal Year, the Management Committee shall cause each
Member {0 be furnished with the information and statements described in Exhibit E attached
hereto.

(c)  Ioaddition lo the reports described in Sections 8.2(2) and {(b), within thirty
(30) days of the end of each Fiscal Year, the Management Commiltee shall cause each Member
to be furnished with two sets of the following additional annual reports computed as of the last
day of the Fiscal Year:

(i) An audited balance sheet of the Company;
(iiy  Anaudited staterment of the Company’s profil and loss;

(iii) A statement of the Memibers' Capital Accounts and changes thercin for
such Fiscal Year; and

(iv)  ‘The additional reports, information and statements described on Exhibit E
attached bereto and such otber repons, information and statements that
may be requested from time to time by any Member,

The annual reports sequired by this Section 8.2(¢) shall be prepared in accordance
with generally accepted accounting principles in the United States, consistently applied and shall
be reconciled (o comply with the methods followed by the Company for U.S., Federal income tax
purpouses and under applicable principles in lhe United Kingdom, consistently applied.

(d)  All reports and financial statements required by this Scetion 8.2 shall be in

form and substance satisfaclory lo the Management Cammittee (or the Member requesting the
same) and shall adhcre to the rcasonsble reporting requirements of the Members uod the
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reasonable timetables required by the Members for the delivery thereot] in each case made

known to the Company. Any teports or financial statements required to be audited shall be .

audited by PriceWaterhouseCoopers LLP ot such other Hirm of independent certified public
accountants approved by the Management Commitiee.

83, Tux Malters Member. Kerzuer is hercby designated as the “tax matters
partner” of the Company and the Subsidiaries, as defined in Sectign 6231(a)(7) of the Code, but
the Management Commitiee shall cause 10 be prepared (in consultation with Starwood) all
income and other tax returns af the Company and the Subsidiaries pursuant to the terms and
sonditions of Scction 8.5. Except as otherwise provided in this Agreement, alt elections required
or permitted to be made by the Cormpany and the Subsidiaries under the Code or state tax Jaw
shall be determined and made by the Management Committee. The tax mafters pariner shall not
settle or otherwise compromise. any tax issue without the prior consent of the Management
Committee, which consent shall not be unrcasonably withheld or delayed. The Mcmbers intend
that the Company be treated as a partnership for U.S. federal, state and Jocal tax purposes, and
the Members will ot elect or authorize any persop to elect to change the stalus of the Company
from that of a partnership for U.S. federal, state and local income 1ax purposes, The Company
hereby indemnifies and holds harmless Kerzner (and its Affiliates) from and against any clatm,
loss, expense, liability, action or damage resulting from its acting or its failure to take any action
as the “tax matters partner” of the Company and the Subsidiarics, pravided that any such aclion
or failure to act does not constitute gross negligence or willful misconduct.

84, Bank Accounts. All funds of the Company arc to be depasited in the
Campany’s name in such bank account or accounts as may be designated by the Management
Committer and shall be wilhdrawn on the signature of such Person or Persons as the
Management Committee may authorize.

8.5. Tax Returms. The Manapement Comrmittee shall cause o be prepared (in
consultation with the Members) all income and other tax retums of the Company and the
Subsidiaries required by applicable law and shall submit such returns to the Members for their
Teview, comment and approval at least thirty (30) days prior to the due date thereof (but in no
event later than March 10 of each year for the preceding Fiscal Year) and shall thereafter cause
the sume (o be Bled in & imely manner (including extensions). No lster than May 31 (for
review, comnent and approval) annd June 6 (in final form) of each year with respect to the
preceding Fiscal Year, the Management Committee shall deliver or cause to be delivered to each
Member a copy of the tax returus for the Company and such Subsidiaries with respect to such
Fisca) Year, together with such information with respect to the Company and such Subsidiaries
as shall be necessary for the preparation by such Member of its U.S. federal ang state incotne or
other tax and information retums.

Section 9. Management and Operations.

9.1.  Mansgement (4} The husiness, operations and affairs of the Company
shall be managed exelusively by the Management Committee, including, without limitation, all
decisions on the matters set forth in [xhibit G, The Management Comminee shall have the
authority to exervise all of the powers and privileges granted by the Act, any other law or this
Agreement, together with any powers incidentat thereto, and to take any other action not
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prohibited under the Act or other applicable law, so far as such powers or actions are necessaty
or conveniem or rejated to the conduct, promotion or attainment of the busincss, purposes or
activities of the Company.

(®)  The Management Committes may appoint any Person 10 act on behalf of
the Campany with such titles and authority as determined from time o time by the Management
Committee, The Management Committee shall have the right, at any time in its sole discretion,
upon written notice to such Person, 1o reduce, eliminate or modify such authority granted 10 such
Person or to relieve such Person af such authority and exercise such authority itself, or assist or
grant such autharity to another Person,

() Al decisions, and the granting (or withholding) of all consents,
authorizations, waivers, appravals and other actions by Kerzner, Waterford and/or KW Member
under or in respect of Sections 12.5, 12.6 and 13 shal} be made jointly by Kerzner and Waterford
and shall be presented 1o Starwood as joint decisions, executed by Kerzner and Waterford;
provided, however, if such joinl decisions, consents, aulborizations, waivers, approvals, or other
actions arc not taken jointly (as evidenced by the delivery of a joint written instruction signed by
both Kermer and Waterford), then for all purposes under Sections 12.5, 12.6 and 13, it shall be
deemed as if no action was taken by the KW Member, Keszner and/or Waterford, as applicable.
Nothing contained m this Section 9.1{c) shall Jimit, relieve, waive or modify any of the
vbligations of Waterford and/or Ketzacr hercuader (including, without Iimitation, obligations
under Sections 12 and/or 13).

9.2. Management Committes. (@) The Members hereby establish a
management committee (the “Mapagement Committce™. The Management Committee shall
consist of up to five (5) individuals appointed to act 5 “representatives” of the Member that
appointed bim or her (the “Representatives™ as follows: (i) Starwood shall be entitied 1o
designate two {2) Representatives to represent Starwood; (ii) Kerzner shall be entitled to
designaic two (2) Ropresentatives to represent Korzner (onc of which Kerzner Representatives
shall have voting rights hereunder and the other Kerener Representative shall not have voting
sights hereunder (except as provided in Section 9.2(e})), and (i) Waterford shall be cntitled to
designate one (1) Represcnlative tn represent Waterford. The initial members of the
Management Committee arc set forth on Exhibit A,

(h)  Each Representative, subject to Section 9.1(b}, shall bold ¢ffice untl
desth, resignation or removal at the picasurc of the Member that appointed him or her. Ifa
vacancy oceurs on the Mansgement Commitiee, the Person with the right to appoint and remove
such vacating Representative shall appoint his or her successor.

(¢)  The Management Cotumittce shall meel once every quurter {unless waived
by murtual agreement of the Members) and at such other times as may be necessary for the
conduct of the Company's business on at least five (§) days prior written notice of the time and
place of such mccting given by any Representative. Notice ol regular meetings of the
Management Committee are nol required. Representatives may waive in writing the
tequirements for notice before, at or afler a speciul meeting, and altendance al such g meeting
without objection by a Representative shall be deemed a waiver of such notice requirement.
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{d)  The Management Commitiee shall have the right, but not the obligation, lo
elect one of thc Representatives or another person to serve as Secretary of the Management
Comumittce. Such person shall hold office until his or her death, Tesignation or removal by a vote
of the Management Camrailtee. The Secretary or a person desigasted by him or her shall take
vrittcn minutes of the proceedings of the meetings of the Managemem Committee, and such
minutes shall be filed with the records of the Company.

{¢)  Except as provided In Section 9.5, a quorum for a mecting of the
Management Committee shall exist to the extent Representatives having the power to cast at
least three (3) votes, in the aggregate, are in attendance at such meeling of the Management
Comynittee; provided that, unless waived by the Member in writing in advance, a Representative
of each Member shall be in attendance at such meeting in person ot by proxy. Each of the two
{2) Representatives appoiated by Starwood shall be entitled to cast onc (1) vote cach (or by
proxy two (2) voles) on any matter thst comes before the Manogement Committee. The
Representative appointed by Walerford shall be entitied to cast one (1) vote on any matter that
comes before the Management Commitice. Kerzner shall be entitled to designate (by written
notice to the other Members as provided herein) one of its Representatives as the voting
representative (the “Voting Keramer Representative™). Such desiynation may be changed by
written notice 10 the other Members from time to time, The Voting Kerzner Representative shall
be eplitled to cast one (1) vote op any matter that comes befors the Managemen( Committee.
The other Kerzner Representative (the ‘Nonvoting Kerzner Representalive™) shail oot have
voting rights; provided, however, that the Noavoting Ketzner Representative shall be entitled to
cast one (1) vole on any matler that comes before the Management Comumittee if (i) the Voling
Xerzner Representative is not present and has not voted on such motter or (i7) if the Neonvoting
Kerzner Representative holds a written proxy issued by the Voting Kerzner Representative {in
which casc, the Voting Kerzacr Representative shall not be penmitted to vote on such matier).
Notwithsianding anything to the contrary herein, the Nonveting Kerzner Representative shall he
entitled to exercise any voting rights granted to it by any Waterford Representative by written
proxy. In no event, owever, shalf more than ane (1) vate be cast in the aggregate by the Voting
Kerzner Representative and the Nonvoting Kerzner Representative on any matter unless the
Nonvoting Kerener Representalive is voting pursuant to a writlen proxy granted by 3 Waterford
Representative. Except as provided in Section 9.5 or otherwise specifically set forth herein,
approval by the Management Commitice of any matier shall require the affirmative vote
(including votes cast by proxy) of at least a majority of the votes of the Represcntatives then in
office voting at a duly held meeling of the Mauanagement Commitlee (with only one (1)
Representative appointed by Kerzner being entitled Yo vote in respect of Kerzner's Interest).
Unless revoked in writing by Starwood, each of the Representatives appointed by Starwood are
hereby given by proxy Lhe vole of the other Representalive appointed by Starwpod, which
Representative first referenced shall be permitied to cast two (2) votes at any meetiog (or action
taken without a meeting) 10 the extent such other Representative is not in allendance for such
meeting.

3 Any meeting of the Management Comumittes may be held by conference
(elephone call, video conference or Lhrough similar communications equipment by means of
which all persons participating in the meeting can communicate with cach other. Participation in
a telephonic and/or video conference meeling held pursuant to this Secton shall constitute
prescnee in person at such meeting.

KEW PO JH1952 v14 (2K) -16-

0240 .



(g) Any action required or permitted 1o be waken at a meeting of the
Management Committee may be teken without a meeting, without prior notice and without a
vote if a consent or consents in wriling, setting forth the action so taken, shall be signed by the
Representatives having not less than the minimum number of votes that would be necessary 1o
authorize or take such action nt a meeting at which ali Representatives entitled to vote thereon
were present and voted. All consents shall be filed with the minutes of the proceedings of the
Management Commitiee,

{b)  Except as otherwise expressly provided in this Agreement, none of the
Members or their Representatives (in their capacities 25 meobers of the Management Committes
ooly) shall bave any duties or liabilities to the Company or any other Member (including any
fiduciary duties), whether or not such dities or liabilities otherwise arise or exist of law or in
equity, and each Member hereby expressly waives any such duties or labilities; provided,
howevcr, that this section shall not eliminate or limit the Hability of snch Representatives or the
Members (A) for acts or omissions that involve fraud, intentional misconduct or a knowing and
culpable violation of faw, or {(B) for any transaction not permilled or authorized under or
pursuant to this Agreement from which such Representative er Member derived a personal
bepefit unless the Manegemont Commitiee has approved in writing such transaction in
accordance with this Agreement; provided, fusther, however, that it shall be the duty of each
Representative and Member to aot act with fraud, intentional misconduct or 2 knowing and
culpable violation of Jaw. Except as provided in this Agreement, whenever in this Agreement e
Representative of a Member andfor 2 Member is permitted or required to make a decision
affecting or involving the Company, any Member or any other Person, such representative and/or
such Member shall be entitled to consider only such interests and factors s he, she or jt desires,
including a particulac Member’s interests, and shall, to the fullest exteat pennitted dy applicable
faw, have no duty or ebligation to give any consideration to any interest of or factors affecting
the Company or any Member.

(i)  From and afler the dale hereof, excepl as olbherwise approved by the
Management Comunitice, the Company and cach Mcmber agrees to take, and agrees to cause
each of its respective Representatives and Affiliates 10 1nke, all actions necessary and appropriate
to casure that af ail times during the term of this Agreement, that the constitucnis {(and their
respective relative powers) of the board of directors (or simitar governing body) of each of the
Company’s direct and indirect Subsidiaries and committees therzof, if any, arc the same as thosc
of the constituents of the Management Committee (including the express agreement thal Kerzner
shalt only be catitled to e singlc voting constitucnt of such boards of directors (or similar
goveming bodies)). The Members sgree that the mapner in which 1o best replicaie the
represcatation of the Management Committee (and the respeclive relative powers of its
constituents) on the boards of directors (or similar governing bodies) of the Company’s direct
and indirect Subsidiarics as sct forth in the inmediately precediag scnotence, shall be subject to
the further reasonable agreement of the Members. The Cowpany and each Member hereby
agrees to take, and agrees to cause each of its respective Represemtatives and Affiliates to take,
all actions neccssary and approprialc to ensure that any direct or indirect Subsidiary of the
Company anid any directors or officers of any direct or indirect Subsidiary of the Company act,
to the cxtent legally permissible, in a manner consistent with the terms and conditions of this
Agreement, including, without limitation, Extibit G hercto.
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)] The Company shall reimburse each Representative for their reasvnable
travel costs and other out-of-pocket expenses reasonably incurred in connection with the
performance of their obligations hereunder, provided that such costs and expenses shall not
include the fees of any Advisor to such Representative.

9.3, Annual Bnsiness Plan. No later than thirty (30) days prier to the end of
the then current Fiscal Year (except for the 2004 Annuval Business Plan, a copy of which is
attached hereto as Exhibit F), the Management Committee shall prepare (or cause 10 be prepared)
pursuant to Section 9.1 (and Exhibit G the annual busincss plan for the next Fiscal Year. A plan
approved by the Management Committee, is referred to herein as the “Anpual Business Plan.™
Ne material changes or departures from any item in an Annual Business Plan approved by the
Management Commitiee shall bc made without the prior approval of the Manapement
Committce. Each Annual Business Plan shall include the information set forth in Exhibit C.

9.4. Credit Enhancement. Either Member or an Affiliate of such Member may,

. on a case by case basis and in its sole judgment, but subject to obtaining the written approval of
the Management Committee (other than with respect to the Credit Enhancement Loans described
in Section 15.2, which are hereby deemed approved), elect 10 provide credit enhancement for any
loan obtained by, or other obligation of, the Company or any Subsidiary in the form of
guaranties, indemnifications, pledges of collateral or leiters of credit 1o the provider of such loan
or financing or the Person to whom such obligation is owed (a “Lender™, in cach case to sccure
certain obligations of the Company or any Subsidiary (any such approved credit crhancement
shall be collectively referred to as “Credit Enhancement™). I at any time, a Member or an
Affiliste of 2 Member has provided such Credit Enbancement and (a) in the case of a guaranty or
indemnification, funds are paid to the Lender thereunder or costs are incurred in connection with
the enforcement thereof, (b) in the case of a ptedge of collateral, such collateral is applied by the
Lendcer or costs are incurred in connectinn with the enforcement thereaf, or (¢) in the case of a
letier of credit, such letter of credit is drawn upon or costs are incured in connection with the
enforcement thereof, such Member shall be deemed to have made a loan 1o the Company in the
amount of such payment, application or draw (any such loan, a “Credit Enhancement Loan™),
which shall bear interest at the Defanit Rate from the datc advanced until repaid and shall be
repaid on & priority basis from 100% of Dismibulions and shall have priority over all other
paymenis or distribolions payable to the Members hereunder. if any Credit Enbancement Loan
. is made under this Section, the Member who has made such loan shall have the unilateral right to
issue 2 funding notice lo the Members to repay such loan and, within twenly (20) days aRer
receipt of such notice, each Meomber shall make a Capital Contribution equal to the Credit
Enhancement Loan multiplied by its Percentage Interest. If any Member fails to make a Capital
Contribution required under this Sectian, then the non-(ailing Member shall have the remedies

set forth in Section 5.2(b).

9.5. Affilinte Transactions/UK TV, (a) (i) Notwithstanding anything to the
contrary contained in this Agreement, including, without limitation Section 9.2, no agreement or
transaclion required to be disclased pursuant to the next sentence shall be entered into by the
Company or any Subsidiary, on the one hand, with 8 Member or any Affiliate of a Member, or
any entity in which a Member or an Alfiliate (or principul or essociate of such Member or
Affiliate) has a direct or indirect financial interest greater than $250,000 (other than through its
Interest in the Company), on the other hand, and no decision shall be made in respect of uny such
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agreement or ransaction (including, withoul limitation, the enforcemeni or termination thereof)
or any other matter relating 10 any dealings between the Company and such Member or Affiliale
{or principal or associate of such Member or Affiliate) or such entity unless such agreement,
transaction or decision shall have been approved in writing by the Management Comumitiee,
acting without the Representative or Representatives appointed by the Member which bas (or
whase Affiliate or principal or associate of such Member or Affiliate has) such interest in such
agreement, transaction or other matter.  Without limiting the forcgoing, any such agreement,
transaction or other matter shall be on arm's length terms and conditions, and which involve a
financial interest in excess of $250,000 of which the intcrested Member has knowledge (after
due inquiry of its ang its Affiliates’, principals’ or associates’ finuncial interests), shall be fully
tisclosed by the interested Member and the Company to all Represcutatives and the
Management Commiltee prior 10 the execution, delivery and/or consummation thereof and vote
by the Management Committes thereon. Furtbes, the written approvel of Starwood shall be
required priot to the use of the name “Slarwoed” in connection wilh any malter or transaclion,
the written approval of Kerzncr shall be reguired prior to the use of the name “Kerzner”, and the
written approval of Waterford shall be required prior to the use of the name “Waterford™.

(b)  Supplementing the foregoing, the Company and Kerzner or an Affiliate of
Kerzner may enter into certain joint ventore investments related 1o the development of casines on
certain of the Properties in the United Kingdom on the following terms and conditions:

(i) Kerzner will use good faith and diligent efforts to identify and present to
the Company {which presentation shall include reasonable detail as to the process and
reasoning for such praperty being identified) the real property assets of the Company
located in the United Kingdom which Kerzner believes are attractive sites for the
development of casinos (“Potential Casinp Sites”). Such identification and presentation
fo the Company shall be completed within sixty (60) days of the Wembley Acquisition so
that the Company can moake cerlam sirategic investmoenl decisions related to the
remaining assets of the Company located in the United Kingdom. Kerzmer shall not be
permitted to designate any Competing Casino Site as a Potential Casino Site as provided

in Section 9.5(b)(v).

(if)  Once a Potential Casino Sile has been presented Lo the Company und the
Management Committec decides that it is iolerested in pursuing the development of such
Potential Casino Site as n casino, Kerzner shall, at Kerzner’s sole cost and expense,
commence and ditigenly pursuc the approval process and all work related to the design
phases for such Potential Casino Site, including, without limitation, 1he prepasation of al}
necessary site plans, renderings, studies and other marketing and permilting materials
required in order to obtain the preliminary approvals from all governmental and quasi-
governmental authorities for the construction and operation af such proposed casino
development (the “Prcliminary Materials”). The Preliminary Materials shall be the
propesty of Kerzner. Kerzner shall pursue the approval process and prepare the
Preliminary Materials notwithstanding that such work shall be in advante of any
legislation, pending or othervise, authorizing the development and operation of a casino
at the relevant Potentinl Casino Site. In the event such Potential Casino Sile is
contributed into a UK JVY as provided in clause (iif){A) below, then Kerzner shall be
entitled to constitute the Preliminary Materials as a credit towards its capital contribution
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in the applicable UK JV valued at an amount equal to the actual third party costs incurred
in connection with preparing the Preliminary Materials. The Management Commitiee
(other than the Represemtative appointcd by Kcerzner) shall have prior approval rights
over the Preliminary Materials, and Kerzmer shall not present any such Preliminary
Materials 1o any local authorities, withowt first obtaining such prior written approval of
the Management Committce.

(i)  Once all governmental and quasi-governmental planning approvals, casino
tights and licenses and other preliminary regulatory approvals have been obtained (and
the requisite legistation has been adopted) with respect to a particular Potential Casino
Site, Kerzner shsll be entitled 1o a period of exclusive dealings (the “Exclusivity Period™)
with the Company regarding such Potential Casino Site (which period shall not cxceed
nincty (90 days) during which the Company and Kerzner will negotiate in good faith and
altempt to agree on mutually satisfaclory terms pursuant to which the applicable
Subsidiary of the Company which holds title to the applicable Potential Casino Site will
either:

(A}  contribute such Potential Casino Site (logether with all Crcliminary
Malerials and all licenses, permits and other approvals) into a separate single
purpose entity (the “UK_JV™) which will be controlled generally on a 50/50 basis
by Kerzner and the Company. The tcrms of the UK JV shall be on arm’s-length,
commercially reasopable terms, including, without limitation, the economic
terms, taking into account the fair value of the Jand and other property contributed
{and rccognizing the valuc agsosiated with any casino rights) and the tenns of a
management agreement between the UK SV and Kerzner pursuant ¢ which
Kerzner shall act as the manager on arm's-length commercially rensonable terms.
(n the event of any conflicts, and with respect to all decisions required, between
Kerzner {or its Affiliate), in its capacity as manager, and the UK JV, as owner, the
Munagement Commiltee {other than the Representutive appainted by Kerzner and
any Representative appointed by a Member which has (or whose Affiliate has)
any participation or other interest with respect to the Kerzner interest in the UK
IV referred to above in clause (ii)(A), any ground lcase referred to sbove in
clause (iii){B) or any management agreement between the UK JV and Kerzner),
acting ou behalf of the UK JV, is and shall be given the authorily 1o, and will,
control and make all decisions on behalf of the UK JV; or

(B)  enterinto alriple-vet ground lease with Kerzner, pursuant to which
Kerzner would lease the applicable Potential Casino Site (once the applicable
casino license is in place) from such Alfliate or Subsidiury of the Compuny on
arm’s-length, commercially reasenable terms that include, in addition 10 base rent,
a participation reat based upon the revenues from the Potential Casino Site
payable to such Affiliste or Subsidiary of the Company as the Jandlord. In the
cvent of any conflicts, and with respect lo all decisions required between Kerzner
{or ils Afliliate) in its capacity, as tenant, and such Affiliate or Subsidiary of the
Company, as Jandlord, the Management Commistee (other than the Representative
appointed by Kerzner and any Representative appointed by a Member which has
{or whosc Affiliate has) any participation or other intercst with rcspect to the

KEWYONK MNI992 Y14 GE) -20-

0244



Kcrzner interest in the UK IV referred to above in clause (ii)(A), any ground
lease referred to above in clause {§ii)(B) or any management agrecment between
Lthe UK JV and Kerzner), acting on behelf of the Company, is and shall be given
the authority to, and will, control and make zll decisions on behall of such
Affiliate or Subsidiary of the Company.

(iv) The Management Committec (other than the Representative appointed by
Kerzner and any Representative appointed by a Member which bas (or whose A(filiate
has) any participation or other interest with respect to the Kerzner interest in the UK IV
referred to above in clause (iii)(A), any ground lease referred to above in clause (iii)(B)
or any management agreement between the UK JV and Kerzner), acting on behelf of the
Company and the UK JV {or any applicable Subsidiary} is hereby given the authority to,
and will, control and make all decisions on negotiations between the Company, any
Affiliate or Subsidiary of the Company and eny of the UK JVsg, on the onc hand, and
Kerzner and any Affiliste of Kerzner, on the other hand. Tn the event the parties are
unable o reach agreement under sub-clanses (A) or (B) of clause (iit) above within the
Exclusivity Peried, then, the Management Conumittes (othec than the Representative
appointed by Kerzner) shall bave the right 1o cause the Company and its Affitiates to sell
such Potential Casino Site and/or any Affiliate owning such Potential Casino Site (subject
1o the right of first offer of Kerzner set forth in Section 9.5(c) of this Agreement) to any
third party, inchiding, without Jimitation, another casino aperator or developer.

(v)  Notwithstanding anything to the contrary contained hetein, Kerzner shall
rot have u right to designate fur exclusive negotintion under clause (ii) above any asset
or property of the Company (or any Affiliate of the Company) located in the United
Kingdom that would compete with any casino or gaming concemns contralled by Kerzner
or any of its Affiliates (and/or ju which Kerzner or any of its Affiliates have an interest or
management relationship) (a2 “Competing Casino Site™). The deternminalion of whether
any patticular asset or property of the Company is a Competing Casino Site shall be
decided by the Management Commitiee (other than the Represeniative appointed by
Kerzner and any Representative appointed by & Memsber which has (or whose Affiliatc
has) any participation or other jnterest with respeet to the Kerzner interest in the UK TV
refeered 1o above in clause (11)(A), any ground Jease referred fo above in clause (1ii)(B)
or any management agrecment between the UK JV and Kerzner) (it being agreed that the
sites controlied or managed by Kerzner us ol March 29, 2004, to the extent set forth in a
scparate statement from Kerzner and acknowledped received by the Company dzted on ot
about March 29, 2004, shall he deemed nol o be competitive with any site owned by
Wembley as of such date); provided that any deadlock regarding such decision shall be
submitted promptly (but in any event within thirty (30) days of such derdlock) to an
independent qualified expert whose decisions shall be final and binding on the parties.
The Company shalf be free 10 manage and dispose of any Compceting Casino Sitc in its
sole discretion, including, without lrnitation, selling andfor developing such sites. ‘The
Maunagement Committee (other than the Representative appointed by Kerznes and any
Representative appointed by 8 Member which has (or whose Affiliete hos) any
participation or uther inlerest with respect to the Kerzner inferest in the UK §V referred to
above in clause (iii)(A), any ground lease referred to above in clause (iif)(B) or any
managernent agreement between the UK JV and Kerzoer), acting on behalf of the
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Company, is hereby given the authority to, and will, centrol and make all decisions with
respect to the management or disposition of any Competing Casino Site and/or Affiliate
owning such Competing Casino Site.

() (i) In the event that the Management Committee (other than the Represeniative
appointed by Kerzner pnd apy Representative appointed by # Member which has (or whose
Affiliate has) any participation or other interest with respuct to the Kerzner interest in the UK JV
reforred to above in clause (Hf)(A), any ground lease referred 1o above in clause (iif)(B) or any
managemert agreement between the UK JV and Kerzner) exercises its vight under Section
9.5(b)(iv) to causc the sale of a Potential Casino Site or its xight under Section 9.5(b){(V) to cause
2 sale of a Competing Casino Site {a “Casino ROFQO Site™) 10 an unaffiliated third party then
Starwoad, acting on behalf of the Company (the “Casino Initiator™), shall have the deht to effect
the sale of the Casino ROFO Site provided that prior to geperally marketing the Casino ROFO
Site to third parties, the Casino Sale Initiator shall first give 1o Kerzner (the “Casing Recipient™)
notice thereof, which notice nced not state the cash price the Casino Initiator would be willing to
accept in respect of the sale of such Casino ROFQ Site (a “Casino Offer Notice™).

(ii) (A) Within thirty (30} days of receipt of 4 Casino Offer Notice (the “Casino
Exercise Period”), the Casino Recipient shail have the right to offer to purchase, based upon the
Casino Offer Notice, the Casino ROFO Site, by giving written notice of such election within the
Casino Exercise Period (the “Casino ROFQ Election™), stating the cash price such Recipient is
willing to pay in respeat of the Casino ROFO Site (the “Casino ROFO Price™), which offer shatl
be imrevocable and may be aceepicd by the Casino Initiator at any time for thirty {30) days alter
the receipt by the Casino Initiator of the Casino ROTO Election.

(B}  If the Casino Recipicnt fails to timely make a Casino ROFO Election, the
Casino Recipieat shall be deemed to have elected oot to purchase the Casino ROFQ Site and the
Casino Initiator shall be free to market the Casino ROFO Site on beha!f of the Company for &
periad of one hundred eighty (180} days after the expiration of the Casino Exercise Period af a
price deterinined by the Casino Initiator on behalf of the Company in its sole discretion.

{C) If the Casino Recipient timely and properly makes the Casino ROFO
Election, the Casino Initiator shall within thirty (30) days thereafter have the right to cither ()
accept such offer on the terms set forth in the Casine ROYQ Election, and the Casino Initiator
and the Casino Recipicnt shall consummate the sale of the Casino ROFQ Site on an “as is™ and
“Where 5" basis within ninety (90) days after the date of the Casino ROFO Electioo on the ferms
set forth hereln {or such longer period as may be required in the event consummution is delayed
due to the lack of required regulatory approvals, but in no event to cxceed an edditional ninety
(90) days and, then only so long as the Casine Recipient is diligently pursuing the obtaining of
the same), or (y) proceed (o initiale and consummate the sale of the Casivo ROFO Site for not
less than the Casino ROFQ Price with a third party which is not an Affiliate of Casino Initiator
within one hundred eighly (180) days aler the determination to proceed with a third party sale
and, in the case of subparagraph (y), the Casino Initiator shall inmediately inform the Casino
Recipient of such initiation o proceed as described in subparagraph (y) and the Casino ROFO
Election shall be deemed automatically terrninated.
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If the Casino Recipicat has timely and properly delivered the Casino ROFO
Election, which is accepted in writing by the Casino Initiator, but thereaficr the sale
contemplated thereby fails to close within such minety (S0) day period, os the same may be
extended, as specificd above for any rcason (other than the defauls of the Casine Initiator or other
reasons beyond the control of the Recipient), then the Casino Rectipient shall be in material
default hereunder and the Casino Initiator shall have the right o consummate the sale of the
Casino ROFQ Site described in the Casine Offer Notice to unsffilinted third parties for a cash
price determined by the Casino Initiator (without regard to the Casino ROFO Price) and on such
otber terms and conditions ns the Casino Initiator determines, and shall bave an unrestricted
period lo consummate the sale of such Casino ROFO Site.

(iii} [f the Cusino RQFQ Site is not markated within the applicable one
hundred eighty (180} day period described above or consummated within the applicable one
hundred eighty (180) day period described above, the rights of the Casino Recipient under
Section 9.5(c)(i) shall be fully restored and reinstated.

9.6. Qther Activities. Except as exprossly provided in Section 9.7, neither the
Company nor any Member (or any Affiliate of any Member) shall have any right by virtue of
this Agreement either fo participate in or to share in any other now existing or future ventures,
activities or opportunities of any of the other Memberss or their Affiliates, or in the income or
praceeds derived [rom such venlures, activities or opparlunities. Without limiting the foregoing,
the Members understand that Starwood is distinct from Starwood Hotels & Rosorts Worldwide,
Ine. or its successor ("HQT™), Troon Golf, L.L.C. or i1s successor (“Troon™) and iStar Financial
Inc. or its successor {"SFT™). Starwood is owned in part indirecly by certain principals of
Starwood Capital Group, L.I.C. (“SCG™), a privately held real estate investment company.
‘While some of such principals may also serve as officers, divectors, employees andfor trustees of
either HOT, Troon or SFT, which companies have no interest in Starwood, cach of HOT and
SFT are independently governed, public companies and Troen is an independently governed
private company. Neither HOT, Troon, SFT nor any other company, fund or entity in which
they, SCG or such principals may invest or control, whether now or in the future (vollectively,
“Starwood Investment Companies’™ have sn obligation to do any business with Starwood or
SCG or to refer any opportunities thereto or to make any investment therein or therewith and
Starwnod has no authority to bind any of such companies hereunder or otherwise. No assurances
can be given that any busincss refationship botween HOT, Troon, SFT and/or such other
Starwood Investment Companies, on the one hand, and either of the KW Member, the Company
or Starwood, on the other, shall ever be established (or if established, be continued or
unchanged), Were HOT, Troon, SFT andfor such other Starwood Investrent Companics, to do
any business with either of the KW Member, the Company or Starwood, principals of Starwood
who are also trustees, directors, employses or officers from time to time of cither HOT, Troon,
SFT or such other Starwood Investment Companies may be required to disclosc to their
respective board any separale personal interesis from thase of F1OT, Tvoon, SFT or such
Starwood Investment Companies which they may have in cither of the KW Mewmber, the
Company or Starwood or otherwise as a right of any such business and such principals may have
to recuse themselves from any volte by HOT's, Troon’s or SFI's board or similar body as to
other Starwood Investment Compnades with respect to such matiers. [n no cvent shall HOT,
Troon und/oy SFT be bound by the werms and conditions of this Agreement, to which they are not
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parties. None of HOT, Troon and/or SFT shall be deemed to be an “Affiliate” of Starwood for
any purposes under this Agreement.

9.7. _ Competition. A. Fora period commencing on the date hereof and ending
on the iversary of the date of the closing of the Wembley Acquisition (the
*“Non-Compete Period”), each of the Members hereby covenants and agrees as to itself and as to
its Affifiates that such Member and its Affiliates will not, directly or indirectly, own, operate,
maintain, invest in, direct, manage or supervise any gaming concemn (x) located in the States of
Rhode Island, Massachusetts, or Connecticut which competes, could be reasonably expected to
compete, or is intended to compete with the property owned by the Company (or its Subsidiary)
known as “Lincoln Park” in Lincoln, Rhode Island, (y) located in the State of Colorado which
competes, could be reasonably expected to compete, or is intended to compete with any of the
assets or real property interests of the Company (or its Subsidiaries), which are located in the
State of Colorado, and/or (z) which is adjacent to any of the assets or real property interests of
the Company (or 1ts Subs:dlanes), individually a “Competing Property” and collectively, the

“C P

B. For the period commencing at the end of the Non Compete Period and
ending on the anniversary of the Wembley Acquisition, any Member
contemplating, or wWhic an iate contemplating, directly or indirectly, any transaction (or
other activity) which could, potentially, result in the ownership, operation, maintenance, investment
in, direction, management, or supervision of any Competing Property (the “Presenting Member™)
shell promptly submit a desctiption (the “Investment Opportunity Notice™ of the potential
transaction (or other activity) involving the Competing Property (the “Investment Opportunity™) to
each of the then Members offering each other Member the right to participate in the Investment
Opportunity on a pro rata basis to their respective Percentage Interests in the Company and subject
to the same termns, rights and conditions the Presenting Member would be subject to. Any Member
receiving an Investment Opportunity Notice shall be entitled to participate directly, or through a
designated Affiliate, in such Investment Opportunity. The Investment Opportunity Notice shall
include any information regarding the Investment Opportunity which the Presenting Member has
received or produced to evaluate the transaction (collectively, the “Preliminary Information™), such
information to be updated in writing by the Presenting Member as, and to the extent, changes occur
or additional information is developed. Following receipt of such information, each Member will
have thirty (30) business days to decide whether to participate or not to participate in any such
Investment Opportunity. If a Member, or Members, so elects to participate in such Investment
Opportunity, then such Member, or Members, shall jointly perform due diligence with the
Presenting Member in order to finalize the closing of the transaction. If a Member declines to
pursue an Investment Opportunity, or does not reply to the Investment Opportunity Notice in the
time period described herein, the other Members which have decided to participate in such
Investment Opportunity (including the Presenting Member) shall have the right, within (i) twenty
(20) business days from the date the other Members or Member, in writing, decline to pursue the
Competing Property or (ii) within twenty (20) business days after the end of the thirty (30) business
day time period described above in the event 8 Member does not reply to the Investment
Opportunity Notice, whichever is applicable, to increase their interest in such Investment
Opportunity on a pro rata basis. If the other Members (or Member) elect not to participate in such
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Investment Opportunity or fail to reply to the Investment Opportunity Notice within the 30 business
day time period described herein, then the Presenting Member can pursue the Investment
Opportunity without the other Member or Members, as the case may be, provided the terms of the
Investment Opportunity are not materially more favorable to the Presenting Member or any of its
Affiliates than those offered to the other Members in the Investment Opportunity Notice. If there is
such a material change in the deal as was presented to the other Members by the Presenting Member
in the Investment Opportunity Notice, then the Presenting Member must allow the other Members
to participate on the new and changed terms and the Presenting Member shall repeat the procedures
of this Section 9.7, including the new and changed terms in the Investment Opportunity Notice.
Notwithstanding the foregoing, the foregoing provision of this Section 9.7 shall not apply to any
gaming concerns which, as of March 29, 2004, are currently owned, operated, maintained,
directed, managed or supervised by any such Member (or its Affiliates). Any Member, upon
request by the other Member, shall promptly provide the requesting Member with a list of all
such gaming concerns. All rights of any Member under this Section 9.7 may be exercised by any
Affiliate of such Member.

a

9.8. antanon on Actions of Members; Binding Authority. No Member shall ‘

wnhout the prior written consent of the Management Committee, take any action on bebaif of, or
in the name of, or otherwise bind the Company, or enter into any contract, agresment,
commitment or oblipation binding upon the Company, or, in its capacity as a Member or
manager of the Company, perform any act in any way relating to the Company or the Company’s
assets, except in a manner and to the extent specifically authorized by the provisions of this
Agreement,

9.9. Organization of the Members. Each of the Members, as to itself, hereby
represents, warrants and covenants that (i) each of the owners of each of the Members (and each
of the entities which have an interest in such Members) are set forth in Exhibit { attached hereto
and made a part hereof; (ii) it will not permit any Transfer of any interest in or ownership of such
Member, except as expressly permmed hereunder, and (iii) itis a smgle-purpose entity formed
for the purpose of owning its Interest in the Company and it shall not engage in any activities
other than its ownership of its Interest in the Company and activities incidental thereto.

9,10, Indictment or Conviction. (a) If an individual associaled with any
Member is arrested or indicted on a felony by an Applicable Jurisdiction or becomes the subject
of an investigation or has taken or failed to take some action resulting in Company Regulators
threatening to suspend or revoke any gaming license of the Company, the Members will
immediately take all action to isolate that individual from the direct or indirect management of
the Company until such time as the individual has been cleared of such charges, such
investigation ceases or as otherwise agreed by the Company Regulators. If any regulatory
agency of an Applicable Jurisdiction who regulates the business of the Company or any of its
Subsidiaries (“Company Regulators”) requires additional steps in order to preserve such gaming
licenses of the Company, the Member whose associated individual was at fault (the “Tainted
Member™ will take whatever additional action is required to prevent such gaming licenses of the
Company, as applicable, from being suspended or revoked. The Members agree to use all
reasonable efforts to try to limit through negotiation with Company Regulators or appropriate
legal process the economic effect on the Tainted Member. In order to preserve any of such
gaming licenses of the Company, if, during or after such negotiation or legal process, Company
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Regolators require the divestiture of the Interest beld by the Tainted Member, then, if required by
the other Members, the Tainted Member shall sell its Interest 1o the other Members or their
respeclive designees for a cash purchase price equal to ninety-five pereent (95%) of the fair
market value of such Interest, with such fair market value 1o be determined in accordance with
the same appraisal process as is set forth in Section 12.6(f) and with the valuve of the entire
enterprisc then multiplied by the Percentsge Interest of Tainted Member 10 ardve at the fair
market value of such Interest.

()  If any Member or any Affiliate of a Mcmber is indicted on a felony by an
Applicable Jurisdiction, becomes subject of an investigation, has a gaming Jicense issued by an
Applicable Jurisdiction revoked or suspended or has taken or failed to take some other action
resulling in Company Regulators threatening to suspend or revoke any paming license of the
Company, then such Member will take such action as is required to prevent such gamiug licenses
of the Company from being suspended or revoked. The Members agree to use all rcasopable
efforts to try to limit through negotiation with the Company Regulators or appropriate legal
provess the economic effect on the Member who, or whose Affiliate, was at fault. In order to
preserve the ganing licenscs of the Company, if, during or after such negotiation or legal
process, the Company Regulators require the divestiture of the Interest by the Member who, or
whose Affiliatc, was at fault (the "Divestiture Member™), then, if required by the other Members,
the Divestiture Member shall sel} its Tnterest 1o the other Members or their designees for a cash
purchase price equal to ninety-five pereent {95%) of the fair market value of such Interest, with
such fair market value to be delermined in accordance with the same appraisal process as is set
fonh in Section 12.6{D) and with the value of the entire enterprist then muhiplied by the
Percentage Interest of the Divestiture Member to arrive at the fair market value of such Interest.

{c) I, in the case of a situation described in Section .10 (a) or (b) above,
despile satisfying Company Regulators, a regulfatory agency of an Applicahle Jurisdiction who
regulates any Member of the Company or an Affiliate of such Member but who dots not regulate
the Company or any Subsidiacy of the Company ("Non-Company Repulatar”) theeatens to

_ suspend or revoke the gaming licenses of such Member (the “Lhreatened Member™) or of any of

its Affiliates unless the Threatened Member or its Affiliate, as the case may be, ceases to be
engaged in the Company with the Tainted Member or Divestiture Member, as the case may be,
then the Members agree to use all reasonable efforts to try to avoid or limit through negotiation
with the Non-Company Regulator or appropriate lepul process any such required action or any
other economic effect on the Tainted Member or Divestiture Member, In order to preserve such
gaming licenses of the Threatened Member or its Affiliates, as the case may be, if, during or afier
such negotiation or legal process, the Non-Company Regulator requires the divestiture of the
Interest of the Tainted Member or Divestiture Member, then, regardiess of whether or pot any of
the garing licenses of the Company are affected, it required by the other Members, the Tainted
Member or Divestiture Member shall sell its Interes! pursuant to the procedures related to the
Transfer of an Interest set forth in Section 12.5 (construed without regurd W the provisions
related to the Lock-out Period set forth in Section 12.5(a)).

(dy ln the evenl lhat a Specified Jurisdiction in which a Member or its
Affiliate has a gaming interest (herein, “Affected Member”) shall object to such Affected
Member's continued membership in the Company (including, but without limitation, by reason
of any actions taken by anothcr Member or any of its Affiliates or associates), then the Affected
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Member shall use its reasonable best efforts 10 tvy te reverse such objection and to defend its
gaming interest through negotuation or appropriate legal process, Dt order to prescrve such
Affected Member's gaming interest, if, during or afler such negotialion or legal process, the
Affected Member reasonably concludes that it must dispose of its interest in the Company, then
the Affccted Member shall have the right, but not the obligation, to sell its Interest pursuant to

the Interest Transfer procedures set farth in Section 12.5 (construed without regard to the

provisions related 1o the Lock-out Period set forth in said Section 12.5(a)); provided, however,
that in the event any or al) of the other Members elect to tag along with Lhe Affected Member
pursuant to the provisions of Section 12.5(c), then in any such sale, the price which each such
other tagging Member reccives on such sale shal] not be less than a cash price equal 1o the
greater of (a) such tagging Member’s cost basis for its Inlerest, or (b) the fair market value,

- which shall be the tag-along price paid provided that the tag-along buyer is an ungffiliated third

party and the transaction is bona fide end negotiated am’s length, and the Affected Member
shall reduce its share of the net proceeds of the combined sale, ag necessary, o assurc that the
other selling Membess (i.c., the tegging Members) receive the greater of the amounts deseribed
in the immediately preceding clauses (a) or (b) in sespect of their respective Interests.

{e}  Reforences in this Scction 9.10 to the Company shall include any
Subsidiary of the Company.

9,11, QOpematon in Accordance with REQC Reguirements. {a) The Members
acknowlcdge that Starwood or one or more of its Affiliates (an “QC Affiliate”} intends to qualify
as a “real estate operating company™ or “venture capital operating company” within the meaning
of U.S. Department of Labor Regulation 29 C.FR. §2510.3-101 (an “0C™). The Members
acknowledpe and agree that Starwood may assign any or all of its rights or powers under this
Agreement, to designate commitlee representatives, 1o provide consents and approvals, or any
other rights or powers 1o one or more of its OC Affilintes as 1t deems appropriate, and the
exercise of any such rights or powers by an OC Affiliate shall have full force and effect under
this Apreement without the need for any furthes consent or approval. Each Member represents,
warrants and covenants that no source of funds for its invesiment in the Company constitutes in
any part any “emaployee benefit plan” within the meaning of Section 3(3) of ERISA {whether or
not subject 1o ERISA, and including, without limitation, foreign, chucch and govemmental
plans), any “plan” described hy Section 4975(e)(1) of the Code (such “employee benefit plans”
and “plans” collectively (“Plang™), or any catity whose underlying assets incjude the “plan
agsets” within the meaning of 29 CF.R. 2510, 3-101 of any Plan by rcason of a Plan’s
investment in such entity. Each Member agrees that it shall not fund any Capital Contribution
with assets of any Plan.

(h)  Notwithstanding anything in this Agreement 1o the contrary, unless
specifically agreed to by the Management Committee in writing, sieither the Company nor its
Subsidinries shall hold any investment, incur any indebtedness or otheywisc take any action that
would cause any Member of the Company (or any Person holding an indirect interest in the
Company through an entity or series of entities treated as partnerships for U.S. federal income
tax purposes) to zealize uny “unreluled business 1axuble income™ s such term is defined in Code
Sections 511 through 314. All consents shall be filed with the minutcs of the pracecdings of the

Pt i e B

Management Committee.
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9.12. ECPA/OTAC. (a) In compliance with the Foreign Corrupt Practices Act,
cach Member will not, and will ensurc that its officers, directors, employees, sharcholders,
members, agents and AtTiliates, acting on its behalf or on the behalf of the Company or uny of ils
Subsidiaries or Affiliates do nat, for a corrup? purpose, offcr, directly or indirectly, promise to
pay, pay, promisc ta give, give or authorize the paying or giving of anything of velue to any
official representative or employee of any povernment agency or instrumentality, any political
party or officer thereof or any candidate for office in any jurisdiction.

()  Lach Member agrees to nolify immediately each other Member of uny
request that such Member or any of ils officers, directors, emplayees, shareholders, members,
agents or Affiliates, acting on its behalf, receives to take any action that may constitute a
violation of the Toreign Corrupt Proctices Act.

()  Nongc of the Members or any of their Affiliates, nor any of their respective
members, and ponc of their respective officers or dircctors is, nor during the Term while such
Member is a Member, will they become, a person or entity with whom U.S. persons or entities
are restricted from deing busincss under regulations of the Office of Forcign Assct Control
(“OFAC”) of the Department of the Treasury (including those named on OFAC’s Specially
Deosigneted Blocked Persons List) or under any U.S, statute, cxecutive order (including the
Scptember 24, 2001, Executive Order Blocking Property and Prohibiting Transactions with
Persons Who Commit, Threaten tv Commit or Support Terrorism) or ather governmental action.

Sccton 10. Confideptiality. () Any information relating t© a Member's
business, operation or finsnces which are proprietary 1o, or considered proprietary by, a Member
are hereinafler referred to as “Confidential Information”. All Confidential nformation in
langible form (plans, writings, drawings, computer software and programs, ci¢.) or provided to or
conveyed orally or visually to a receiving Meaber, shall be presumed to be Conlidential
Information al the time of delivery to the receiving Member. All such Coafidentia) Inforraation
shall be protected by the receiving Member from disclosure with the same degree of care with
which the receiving Member protects its own Conkidential Information from disclosure. Each
Mcmber agrees: (i) not to disclose such Confidential Information o any Person except (o those

of its employces or represeniatives who need te know such Confidential Information in |

congection with the conduct of the business of the Company aand who have agrecd to mnaintain
the confidentielity of such Confidential Tnformation and (ji) peither it nor eny of its employees or
1epresentatives will use the Confidential Information for any purposc other than in conncetion
with the conduet of the business of the Company; provided that such restrictions shall not apply
i such Confidential Information:

(x} isorhereafier becomes public, other than by breach of this Agreement;

@ was alrcady in the reeciving Member’s possession prior to any disclosure
of the Contidential Information to the receiving Member by the divulging Member; or

(z) las been or is hercafier obtained by the receiving Member from a third
party not bound by any confidentiality obligation with respect 1o the Confidential Information;
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provided, further, that nothiog herein shall prevent any Member from disclosing any portion of
such Confidential Information (1) to the Company and allowing the Company !o use such
Confidential Information in connection with the Company’s business, (2) pursuant 1o judicial

order ot in response to a8 governmental inquiry, by subpoena or other legal process, but on{y 1o -

the extent reguired by such order, inquiry, subpoens or process, and only after reasonable notice
to the original divulging Member, (3) a5 necessary or approptiate in conneclion with or to
prevent the audit by a governmental agency of the sccounts of any of the Members, {4) in order
10 initiate, defend or otherwise pursue legal proceedings between the parties regarding this
Agreement, (5} as necessary in connection with a Transfer of an Interest permitted hereunder or
(6) 1o 2 Member's respective altorneys or accountants or other repseseatative or (7) as, and solely
to the extent, required by Applicable Laws or applicable rules and regulations of u stock
exchange, provided notice of such disclosure is first given to the Management Committee and
the other Members prior to such disclosure.

(b)  The Members and their Affiliates shall each act to safeguard the secrecy
and confidentiality of, and any proprietary rights to, any non-public information relalivg 1o the
Company and its business, except 1o the extent such information is required to be disclosed by
law or reasonably necessary to be disclosed in order to carry out the business of the Company.
Each Member may, from timc to time, provide the other Members written notice of its nan-
public information which is subject to this Section 10(b).

Section [1. Representations and Warranties.

11.5. In General. As of the date hercof, cach of the Mombers hercby makes
each of the representations and wamuoties applicable to such Member as set forth in Section
11.2. Such representations and warranties shall survive the execution of this Agresmeat.

11.2, Representations and Watranties. Each Member bereby represents and
warrants that.

(a)  Dugc Incorporation or Formation; Authorization of Agreement. Such
Member is a curporation duly organized or a partnership or limited liability company duly
formed, validly cxisting and in good standing under the laws of the jurisdiction of its
incorparation or formation und has the corporate, partoership or company power and authority to
own its property and carry on its business as owned and carried on at the date hereof and a5
contemmplated hereby. Such Member is duly licensed or qualified 1o do business and in good
standing in eact: of the junisdictions in which the failure 1o be so Beeased or qualified would have
a material adverse effect on its financial condition or its ability to perform its obligations
hereunder. Such Member has the corporate, partnership or company power and authority 1o
cxecute and deliver this Agreement and to perform its obligations bereunder, and the execution,
delivery apd performance of this Agreement has been duly authorized by all necessary corporate,
partncrship or company action. This Agreement constitvies the legal, valid asd binding
cbligation of such Mcmber.

()  No Conflict with Restrictions: No Default. Neither the execution, delivery
or performance of this Agreement nor the consummation by such Member (or any of its
Alliliales) of the transactions contemplated hereby () conflicts or will conflict with, violate or
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result in a breach of {or has conflicted with, violated or resulted in & breach of) any of the terms,
conditions or provisions of zoy law (including any Applicable Laws), regulation, order, writ,
injunctian, decree, determination or award of any courl, any governmental department, board,
agency oOr instrumentality, domestic or foreign, or any arbitralor, applicable to such Member or
any of its Affiliates, (i) conflicts or will conflict with, violate, result in a breach of or constitnte a
default under (or has conflicted with, violaled, resulted in a breach of or constituted a default
under) any of the terms, conditions or provisions of the articles of incorporation, bylaws,
partnership agreement or operaling agreement of such Member or any of its Affiliates or of any
material sgreement or instrument to which such Member or any of its Affiliates is a parny or by
which such Member or any of its Affiliates is or may be bound or to which any of its properties
or assets is subject, (iii) conflicts or will conflict with, violate, result in {or has conflicted with,
violaled ot resulted m) a breach of, constitute {or has consiitued) a default under (whether with
notice or lapse of time or both), accelerale or permit the acceleration of {or has accelerated) the
performance required by, give {or has given) to others any malterial interests or rights or require
any consent, authorization or epproval under any indenture, mortgage, lease, agreement or
instrument to which such Member or any of its Affiliates is a party or by which such Member vz
any of its Affiliates or any of their properties or assets is or may be hound or (iv) results or will
result {or has resulted} in the creation or imposition of any lien upon any of the properties or
assels of such Member or any of its Affiliates.

(¢}  Goyernmental Authorjzations. Any registration, declaration or filing with,
or consent, approval, license, permit or other authorization or order by, or exemption or other
acton of, any governmentat, administrative or regulatory authority, domestic or loreign, that was
or i3 required in conzection with the valid execution, delivery, acceptance and performance by
such Metnber uader this Agreement or consurmmation by such Member (or any of its Affiliates)
of any transaction cantemplated hereby has been completed, made or obtained on or before the
date hereof or will be obtained prior to the date it is required to be obtained under Applicable
Laws.

(d)  Litigation. There are no actions, suits, proceedings or javestigations
pending, or, to the knowledge of such Member or any of its Aftiliates, threatened npainst or
affecting such Member or any of ils Affiliates or any of their properties, asscts or busincsses in
any courl or before or by any povernmentnl departmenl, board, agency or instrumentality,
domcstic or forcign, or any arbitrator which could, if adverscly detcrmined {or, in the case of an
investigation could lead to any action, suit or proceeding which if adversely deterrnined could)
roasonably be expected to materially impair such Mcmber’s ability to perform its obligations
under this Agreement or to have a materjal adverse effect on the consolidated financial condition
of such Member; such Member or any of its Affiliates has not received any currently effective
notice of any default, and such Mcmber or any of its Affiliates is not in default, under any
applicable order, writ, injunction, decres, permit, determination ot award of any cour, any
governmentsl department, board, agency or instrumentality, domestic or forcign, or any
arbitrator which could reasonably be expected 1o materjally impair such Member’s (or any of its
Affiliate’s) ability to perform jts obligations under this Agrecment or to have a material adverse
effect on the consolidated finunciat condition of such Member.

{e) Investivation, Such Member {s acquiting its Interest based vpon its own
investigaton, and the exercise by such Member of its rights and the performance of its
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obligations under this Agreement will be based upon its own investigation, analysis and
expertise. Such Member is a sophisticated investor possessing an expertise in analyzing the
benelits and risks associated with acquiring invesiments that are similar to the acquisition of its
Interest.

3] Broker. No broker, agent or other person acting as such on behalf of such
Member was instrumental in consummating this transaction and no conversafions or prior
negotiations were had by such party with any broker, agent or other such person concemning the
transaction that is the subject of this Agrecment,

() [nvestment Company Act. Neither such Member nor any of its AfRlates
is, nor will the Company as a result of such Member holding an inderest therein be, =n
“investment company” a5 defined in, or subject to reyulation under, the Investment Company
Act of 1940, as amended.

()  Securitics Matters, (1) None of the Intercsts aro registered under the
Securities Act or any stale securities laws. Such Member understands that the offering, issuance
and sale of the Iutcrests arc intended to be excrpt from rogistration under the Sequritics Act,
based, in part, upon the representations, warranties and agreements contained in this Agreement.
Such Member is an “accredited investor™ as such term is defined in Rule 501 of Regulation D
promugated under the Securities Act,

(i)  Neither the Sccuwsities and Exchange Commission nor any slate securities
commission has approved the Intercsts or passed upon or endorsed the merits of the offer
or sale of the Interests. Such Member is acquiring the Interesis solely for such Mejnber's
own account for invesiment and not with a view to resale or distribntion thereof in
violation of the Securities Act.

(3) Such Member i3 upaware of, and in no way relying on, any form of
general solicitation or genera) advertising in connection with the offer and sale of the
Interests, and no Member has taken any action which could give rise to any claim by any
person for brokerage commissions, finders” fees (without regard to any finders® fees
payable by the Corupany directly) or the like refating to the transactions contemptlated
hereby.

(iv)  Such Member is not relying on the Company or any of its afficers,
directors, employees, advisors or representatives with regard to the tax and other
econamic considerations of un investment in the Toterests, apd such Member has relied on
the advice of only such Mcmber's Advisors.

{v)  Such Member undersiands that the Imercsts may not be sold, hypothecated
or otherwise dispased of unless subsequently registered under the Securities Act and
applicable state securities laws, or an excmption from rogistration s available. Such
Member agrees thal it will not attempt 1o Transfer all or any poriion of the Interests in
violation of this Agreement.
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{vi)  Such Member has adequate means for providing for s current financial
needs and anticipated future needs and possible contingencics and emergencies and bas
no need for Jiguidity in the investment in the Inicrests.

{vii) Such Member, or its direct or indirect member or shareholder, as
applicable, has significant prior investment expericnce, including investmest in non-
listed and non-registered sceurities. Such Member is knowlcedgeable sbout investment
considerations and has a sufficient net worth to sustain a loss of such Member's entire
investment in the Company in the event such a loss should occur. Such Member's
overnll commitment to invesiments which are not readily marketable is not excessive in
view of such Member’s net worth and financial circumstances and the purchase of the
Interests wilj not cause such commitment to become excessive.

{viii) Such Member represents to the Company that the information contained in
this subparagraph (h) and in all other writings, if any, {umished 1o the Company with
regard to such Member (to the extent such writiogs relate 1o its excmption from
registration under the Securities Act) is complete and accurate and may be relied upon by
thc Company in determining the availability of an cxemption from registration under
federal and stale securities laws in cormection with the sale of the Interests.

)] Neither it, nor any of its Affiliates (alher thar the Company), as of the
date hereof, owns any shates in Wembley or has made any acquisitions or dispositions of sharcs
in Wembley since January 1, 2003; and such Member agrees that urtil the earlier of (i) the
tecmination of this Agreement, or (1) the sale of all of the assets {i.e., shares and options, if any,
with respect to Wembley) of {a) the Company and (b} any Adfjliates of the Company, neither it
(nor its Aftilistes) will directly or indirsctly (i) purchase or otherwise acquire shares or other
equity interests of Wembley or any subsidiary of Wembley, or any option to acquire any of the
foregoing or (ii) purchase or otherwise acquirc aity matcrial asscts of Wembley or any subsidiary
of Wembley, other than through its Interest in the Company.

Section 12. Sale. Assignment, Transfer or other Disposition.

12.\. Prohibited Transfers. (&) Except as otherwise provided in this Scction 12,
Sections 4.1, 5.2(b), 9.10, or 13 or as appraved by the Managument Commiltes, no Member shall
Transfer all or any part of its Intcrost, whother directly or indirectly, in the Company to any
Person who, or which, is not an Affiliate of such Member's respective Control Parent, and any
attempt to so Transfer such Interest {and such Traasfcr) in violation of this section shall be null
and void and of no effect. Notwithstanding the foregoing, a Member shali have the right at any
time to pledge its right to receive Distributions to a lender or creditor, directly or indirectly, for
such purposes as it deems necessary in the ordinary cause of its business and operations,

(b) T the Interest originally held by a Member shall at any time be held by
two {2) or morc Persons es a result of Transfor to an Affiliate, thew all of the portions of each
such Interest so Transferred (and the resulting Intcrests) shall continue 10 be subjeet 1o the same
Testrictions as if it continued to be held by such Member, A condition of each such Transfer shall
be that only one holder of a portion of the Interests originally hield by & Member shall be
irrevocably and unconditionally designated by all the holders of portions of such applicable

-
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Interest and all such holders shall be bound by the decisions of their designee to exercise the

- powers, duties and responsibilities of such Member hereunder.

12.2. Affilinte/Member to Member Transfers. Subject 1o Section 12.3, any
Member may Transfer all or any portion of its Intercst in the Company 2t any time to (1) an
Affitiate of such Member, ar (2) any other Member. Notice of any such Transter shall be given
to each Representative on the Manapement Comnmittee. If any such Affiliate subsequently
becomes a non-Affiliate of such Member, such transferred Interest shall be deemed to have been
Transforred back to the Member immediately prior to the effective time of the non-afiTijation.

12.3. Admission of Transferee. No Transfer of Interests in the Campany shall
be permitted unless the potential transferec is admitted as &« Member undes this Sectian 12.3. ffa
Member Transfers all or any portion of its Interest in the Company, such transferee may become
a Member if (i) such transferee executes and agrees to be bound by this Apreement, (ii) the
transferor and/or transferce pays all reasonable legal and other fecs and expenses incurred by the
Company in connection with such assignment and substitution and (iii) the transferor and
transferee execute such documents and deliver such ccrtificates to the Company and the
remaining Members as may be requited by applicable Taw or otherwise advisnble.
Notwithstanding the foregoing, any Transfer or purported Transfer of any Interest, whether o
another Member or to a third party, shall be of no effect, and such transferee shall not become a
Member, i the Management Commitiee determines in its reasonable discretion that

{(a)  the Transfer would require regisiration of any Interest undor, or result in a
violation of, sny federal or state securities laws;

(b) if, at the time of such Transfer, the Company owns property eatiticd to
amortization or depreciation deductions under provisions of the Code, the Transfer would result
in a lermipation of the Company under Code Seclion 708(b); provided, however,
notwithstanding the restrctions otherwise existing under this Agreement with respect to
Transfers of all, or a portion of, a Member’s Intcrest, the Members shall cooperate to facilitate
one or mare Transfers by such Member to avoid a termination of the Company under Code
Section 708(b);

(cy  as aresult of such Transfer the Company would be required to register as
an investraent company undcr the Invesiment Company Act of 1940, as ammended, or any rules or
regulations promulgated thereunder;

{d)  if as a result of such Tronsfer the ngpregate value of Interests held by

“benefit plan investors” jncluding at least one benefit plan investor that is subject to ERISA,

could be “significant” (as such terms are defined in U.S, Department of Labor Regulation 29
C.F.R. 2510.3-101(5)(2)) with the result that the assets of the Company could be deemed to be
“plan assets” for purposcs of ERISA;

(e) as a result of such Teansfer, the Company would or may have in the
aggregate more than one bundred (100) members and material adverse federal income tax
consequences would result to a Member; '

(5 such Transfer would be expressly prohibited under this Agreement; or

: -
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(8)  such Transfer is reasonably likely to cause any Company Regulator to
have the license of the Company or Subsidiary suspended or revoked.

Prior to any closing of the Transfer, any prior approval of such Transfer required
by Applicable Law to maintain any gaming license of the Company or any Subsidiary shalf be
obtained,

For purposes of determining the number of members under this Section 12.3(e), 2
Person (the “beneficial owner”) indirectly owning an interest in the Company through a
partnership, granior trust or S corporation (as such terms are used in the Code) (the “flow-
through entity™) shall be considered a member, but only if (i) substantially all of the value of the
beneficial owner’s interest in the flow-through entity is attributable to the flow-through entity’s
interest (direct or indirect) in the Company and (ii} in the sole discretion of the Management
Commiittee, a principal purpose of the use of the flow-through entity is to permit the Company to
satisfy the 100-member limitation, :

The Management Committee may require the provision of a certificate as to the
legal nature and composition of a proposed transferee of an Interest of a Member and from any
Member as to its Jegal nature and composition and shall be entitled to rely on any such certificate
in making such determinations under this Section 12.3.

12.4. Withdrawals. Each of the Members does hereby covenant and agree that
it will not withdraw, resign, retire or disassociate from the Company, except as a result of a
Transfer of its entire Interest in the Company permitted under the terms of this Agreement and
that it will carry out its duties and responsibilities hereunder unti! the Company is terminated,
liquidated and dissolved under Section _14. No Member shall be entitled to receive any
distribution or otherwise receive the fair market value of its Interest in compensation for any
purported resignation or withdrawal not in accordance with the terms of this Agreement.

12.5. Sale of Member's Interest. (a) Without limiting any of the rights of
Starwood or the KW Member under this Agreement (including, without limitation, the rights
under Section 12.2), if at any time after th iversary of the Wembley Acquisition (the
“Lock-out Period™), or earlier as provided in Section 9.10, Starwood or the KW Member {the
“Initintor’) desires to Transfer all of its Interest (and, in the case of the KW Member, both of the
Interests of Kerzner and Waterford together and subject to the provisions set forth in Section
9.1(c)) in the Company to an unaffiliated third party (an “Interest Transfer'), the Initiator shall
have the right to effect the same provided that prior to generally marketing its Interest to third
parties, the Initiator shall first give to the other party (the “Recipient™) notice thereof, which
notice need not state the cash price the Initiator would be willing to accept in respect of such
Transfer (an “Interest Offer Notice™). If both Starwood and the KW Member sends an Interest
Offer Notice, the one given first (based upon the date and time of receipt) shall be effective and
the one given thereafter shall not be effective,

(b) (i) Within thirty (30) days of receipt of an Interest Offer Notice (the “Interest
Exercise Period™), the Recipient shall have the right to offer to purchase, based upon the Interest
Offer Notice, the Initiator's Interest (in the case of the KW Member, both of the Interests of
Kerzner and Waterford for all purposes under this section), by giving written notice of such

34~
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election within the Interest Exercise Period (the “ROFO Interest Election™), stating the cash price
the Recipient is willing to pay in respect of the Initiator’s Interest (the “ROFO Interest Price™)
and, stating to its best knowledge, whether any regulatory approvals under any Applicable Laws
applicable to Recipient will be required in order to consummate the ROFO Interest Sale, which
offer shall be irrevocable and may be accepted by the Initiator at any time for thirty (30) days
after the receipt by the Initiator of the ROFO Interest Election.

(ii)  If the Recipient does not timely make a ROFO Interest Election, the
Recipient shall be deemed to have elected not to purchase the Initiator’s Interest and the Initiator
shall be free to market the Interest Transfer for a period of one hundred eighty (180) days after
the expiration of the Interest Exercise Period at a price determined by the Initiator in its sole
discretion; provided that if such transfer of the Initiator’s Interest shall cause a Taxable Event
(without regard and giving effect to any tag-along right), the Initialor shall compensate the
Recipient on the consummation of such Interest Transfer for any tax (grossed-up to give effect to
any 1ax on such payment) payable by the Recipient on the gain resulting from such Taxable
Event, Such Interest Transfer if consummated shall be consummated within one hundred eighty
(180) days after the expiration of the Interest Exercise Period and any transferee of such Interest
shall succeed to all of the rights and obligations of Initiator in the Company.

(iii) If the Recipient has timely and properly delivered a ROFQO Interest
Election, the Initiator shall within thirty (30) days thereafter have the right to either (x) accept
such offer on the terms sct forth in the ROFO Interest Election, and the Initiator and the
Recipient shall consummate the ROFO Interest Sale on an “as is” and “where is” basis within
ninety (90) days after the date of the ROFO Interest Election on the terms set forth herein, or
such longer period as may be needed to receive applicable regulatory approvals, provided that
the Recipient is diligently pursuing such regulatory approvals and such approvals have not been
denied and will not postpone the consummation of the ROFO Interest Sale for more than an
additional nipety (90) days (the “Ouiside ROFO_Date™, or (y) proceed to initiate and
consummate the Interest Transfer with a third party which is not an Affiliate of Initiator, at a
price not less than f the ROFO Interest Price, within one
hundred eighty (18 ys arter tie expiratnon of the Interest Exercise Period. In the case of
subparagraph (y) in the preceding sentence, the Initiator shall immediately inform the Recipient
of such initiation and the ROFO Interest Election shall be deemed automatically ferminated.
Supplementing the foregoing, any proposed transferee of the Interest Transfer shall be a Person
whose ownership interest in the Company is not reasonably likely to jeopardize in any material
respect, in the aggregate, any material permits or licenses held by the Company or any of its
Subsidiaries, solely by virtue of such Person’s ownership interest in the Company and shall
otherwise be subject to Section 12.3.

If the Initiator elects to accept Recipient’s offer on the termns set forth in the
ROFO Interest Election, then Recipient shall immediately deliver to a gualified escrow agent
designated by the Initiator a certified check as a deposit (the “ROFO Deposit™) payable o the
direct order of the Initiator in an amount equal to f the ROFO Interest Price,
If the Recipient has timely and properly delivered the ROFO Interest Election, which is accepted
in writing by the Initiator, but thereafter the sale contemplated thereby fails to close on or before
the ROFO OQutside Date as a result of a default of the Recipient, then the Recipient shall be in
material default hereunder and the Initiator shall have the right to receive the ROFO Deposit
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from such escrow agent (as liquidated damages and not as a penalty, it being agreed that the
actual damages would be difficult or impossible to calculate and is a fair measure of the
damages) and to immediately deposit the check evidencing the ROFO Deposit; provided that, in
all other cases the ROFO Deposit shall be retumed to the Recipient. If the Recipient has timely
and properly delivered the ROFO Interest Election, which is accepted by the Initiator, but
thereafler the sale contemplated thereby fails to close on or before ROFQ Outside Date for any
reason (other than the default of the Initiator), the Initiator shall have the right to consummate the
Interest Sale described in the Interest Offer Notice to unaffiliated third parties for a cash price
determined by the Initiator (without regard to the ROFO Interest Price) and on such other terms
and conditions as the Initiator determines, and shall have an unrestricted period to consummate
such or any other Interest Transfer. Further, the Recipient shall not thereafier under any
circumstances (even if such ROFO Interest Sale failed to occur due to the inability of the
Recipient to receive all applicable regulatory approvals on or before the Outside ROFO Date,
having diligently pursued the same) be entitled to give a ROFO Interest Election for any
subsequent proposed Interest Transfer and the Initiator shall have no further obligations
whatsoever under this Section 12.5 with respect to an Interest Transfer,

(¢)  If a timely ROFO Interest Election has not been made by a Recipient, or
the Initiator does not accept a ROFO Interest Election and instead elects to initiate and proceed
with the Interest Transfer pursuant to Section 12. S(b)(iii)(x) above, then, in either case, Initiator
shall promptly notify Recipient of the proposed transferee and of the proposed purchase price to
be paid therefore and of the other material terms and conditions of the proposed Interest Transfer
and Recipient (in the case of KW Member, only if such proposed Interest Transfer is to a
Kerzner Competitor), within thirty (30) days after receipt of such notice (the “Tag-Along
Notice™), shall have the right to elect to participate in an Interest Transfer of its entire Interest
and it and its appointed Representatives shall be obligated to consent to any transfer arranged by
the Initiator (a “Tag-Along Sale') on the terms and conditions set forth in Section 12.5(f) and in
the Tag-Along Notice. If the Recipient does not timely make an election for a Tag-Along Sale, it
shall be deemed to have elected not to participate in the Interest Transfer arranged by the
Initiator. “Kerzner Compatitor” shall mean (i) any direct competitor of Kerzner with respect to
casinos in which Kerzner has a controlling interest (or is acting as manager or sub-manager), and
(ii) any competitors of the Mohegan Sun Resort.

(d)  If the Interest Transfer is (x) not marketed within the applicable one
hundred eighty (180) day period described above or consurumated within the applicable one
hundred eighty (180) day period described above or (¥) if the price or any of the other terms and
conditions of the proposed Interest Transfer differ in any material respect from the price or other
terms and conditions set forth in the Tag-Along Notice, then the rights of the Recipient under
Section 12.5(a) and Section 12.5(c), provided it has not defaulted hereunder, shall be fully
restored and reinstated (provided further that with respect to the occurrence of the events
described in the immediately preceding clause (y), the restoration of such rights shall be limited
to those set forth in Section 12.5(c)).

(e&) At the closing of any Interest Transfer and Tag-Along Sale each Member
shall execute and deliver such deeds, bills of sale, instruments of conveyance, assignments and
other instruments as may reasonably be required, to give good and clear title to the Interest of the
Member in the Company to the extent such Interest is being Transferred. In the event the
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Member transferring its Interest shall fail or refuse to execute any of such instruments, the
Initiator is hereby granted, without any further action or documents required, an irrevocable
power of attorney, coupled with an interest, which shall be binding on the Member transferring
its Interest as to ali third parties, to execute and deliver on behalf of the Member transferring its
Interest all such required instruments of transfer. Such power of attorney shall survive and not
be affected by the subsequent disability, incapacity, dissolution or termination of the Member
transferring its Interest,

® () In the event that the Recipient has elected to participate in a Tag-
Along Sale as provided in Section 12.5(c), the Recipient shall be obligated to sell all of its
Interest, at the price and on such other terms and conditions set forth in the Tag-Along Notice
and on such other terms provided that they are consistent with those set forth in the Tag-Along
Notice as determined by the Initiator.

(ii)  Inthe event of a Tag-Along Sale, the sale of the Recipient’s Interest shall
be on no less favorable terms and conditions as the sale by the Initiator of its Interest. The
Initiator and the Recipient shall share pro rata (based upon their respective Percentage Interests)
in (1) any indemnity liability to the proposed transferee, (2) any escrow established for the
purpose of satisfying any such liability, (3) the proceeds from the sale, (4) all expenses of
investigating and consummating the transactions contemplated by this Sectign 12.5 (whether or
not consummated), and (5) all other rights and obligations with respect to the sale,

(iif}  The Initiator shall provide the Recipient with written notice not less than
fifteen (15) days prior to the date of the Tag-Along Sale. Such potice shall set forth (1) the name
and address of the proposed transferee or transferees in the proposed Tag-Along Sale, (2) the
amount of consideration to be paid for Recipient’s Interest and the conditions of payment, and
(3) confirmation that the proposed transferee is willing to purchase the Recipient’s Interest.

(&) From and after an Interest Transfer pursuant to this Section 12.5, each of
the Members agree that the names “Kerzmer” “Waterford™ and “Starwood” shall not be used by
the transferee without the express prior written consent of Kerzner with respect to the name
“Kerzner”, Waterford with respect to the name “Waterford” and Starwood with respect to the
name “Starwood”. '

12.6. Sale of Company. (a) Without limiting any of the rights of Initiator under
this Agreement (inciuding, without limitation, Initiator's rights under Section 12.2), if at any
time after the expiration of the Lock-out Period the Initiator desires to cause all of the Interests in
the Company {or equity of its Subsidiaries) to be sold or transferred to an unaffiliated third party
(a “Company Sale™), the Initiator shall have the right to effect the same provided that prior to
generally marketing the same to third parties, the Initiator shall first give to the Recipient notice
thereof, which notice in any case need not state the cash price the Initiator wouid be willing to
accept in respect of such sale (a “Sale Offer Notice™). If both Starwood and the KW Member
delivers a Sale Offer Notice, the one given first (based upon the date and time of receipt) shall be
effective and the one given thereafier shall not be effective.

(b) (i) Within thirty (30) days of receipt of a Sale Offer Notice (but not an
Interest Offer Notice received pursuant to Section 12.5 sbove) (the “Appraisal Exercise Period"™),
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the Recipient (acting as provided in Section 9.1(c) for all purposes hereunder, if applicable) shall
have the right to require that the Fair Market Value of the assets which are the subject of such
Sale Offer Notice (the “Sale Asscts”) be determined pursuant to Section 12.6(f), by giving
written notice of such election (the *Valuation Notice”) to Initiator within the Appraisal Exercise
Period, which notice shall also state, to the best knowledge of Recipient, whether any regulatory
approvals under any Applicable Laws applicable to Recipient will be required in order to
consummate the acquisition of the Sale Assets by Recipient. In the event that the Recipient
timely delivers the Valuation Notice in accordance with this Section 12.6(b), then the Fair
Market Value of the Sale Assets shall be determined in accordance with the provisions of

Section 12.6(f).

(i)  Commencing upon the date on which the Fair Market Value of the Sale
Assets is determined in accordance with the provisions of Section 12.6(f) (the “Determination
Date™, Initiator may, but shall have no obligation to, initiate and proceed with the general’
marketing and sale of the Sale Assets. Prior to Initiator making an election (which election must
be in writing and delivered to Recipient by Initiator), to generally market the Sale Assets,
Initiator shall first offer (the “Sale Offer”) the Sale Assets to the Recipient for an amount (the
“Sale Asset Purchase Price”) equal tmf the Fair Market Value of the
Sale Assets proposed to be sold by the Initiator. The Recipient may, within fifteen (15) days of
the delivery of the Sale Offer, elect to accept the Sale Offer and to purchase the Sale Assets
{which election shall be irrevocable) for the Sale Asset Purchase Price (the “Sale Asset Purchase
Election™) in which case Initiator and the Recipient shall consummate the Company Sale on an
“as is” and “where is” basis within ninety (90) days after the date of the Sale Asset Purchase
Election, or such longer period as may be needed to receive applicable regulatory approvals,
provided that the Recipient is diligently pursuing such regulatory approvals and provided such
approval process will not postpone the consummation of the Company Sale for more than an
additional ninety (90) days (the “Qutside Sale Date™).

(iiiy  If the Recipient makes the Sale Asset Purchase Election, it shall, as a
condition to the effectiveness of such Sale Asset Purchase Election, simultaneously with such
election deliver to a qualified escrow agent designated by the Initiator a certified check as a non-
refundable deposit (the “Sale Offer Deposit™ payable to the direct order of the Initiator in an
amount equal to of the Sale Asset Purchase Price. If the Recipient has timely
and properly delivered a Sale Asset Purchase Election and delivered the Sale Offer Deposit, but
thereafier the sale contemplated thereby fails to close on or before the Outside Sale Date as a
result of a default of the Recipient, then the Recipient shall be in material default hereunder and
the Initiator shall have the right to receive the Sale Offer Deposit from such escrow agent (as
liquidated damages and not as a penalty, it being agreed that the actual damages would be
difficult or impossible to calculate and is a fair measure of the damages) and to immediately
deposit the check evidencing the Sale Offer Deposit; provided that, in all other cases, the Sale
Offer Deposit shall be retumed to the Recipient. If the Recipient has timely and properly
delivered the Sale Asset Purchase Election and delivered the Sale Offer Deposit, but thereafter
the sale contemplated thereby fails to close on or before the Qutside Sale Date for any reason
(other than the default of the Initiator), the Initiator shall have the right, to consummate the
Company Sale described jn the Sale Offer Notice to unaffiliated third parties for a cash price
determined by the Initiator (without regard to the Fair Market Value} and on such other terms
and conditions s the Initiator determines, and shall have an unrestricted period to consummate
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such or any other Campany Sale. Further, the Recipient shall not thereafler under any
circumstances (even if such Company Sale failed to occur due to the inability of the Recipient to
receive all applicable regulatory approvals on or before the Outside Sale Date, having diligently
pursued the same) be entitled to give a Sale Asset Purchase Election for any subsequently
proposed Company Sale and the Initiator shall have no further obligations whatsoever under this
Section 12.6(b) (including, without limitation, making any Sale Offer).

(iv)  Inthe event that Initiator fails or elects not 1o make the Sale Offer after the
timely delivery by Recipient of the Valuation Notice and the determination of the Fair Market
Value of the Sale Assets under Section 12.6(f) relating thereto, Initiator shall have no liability to
the Company or to the Recipient and shall not be required to make a Sale Offer relating thereto;
provided that notwithstanding Section 12.6(f)(iv) to the contrary, Initiator shall thereafter be
responsible for the costs and expenses of any subsequent determination of Fair Market Value.

(c})  Inthe event that the Recipient has timely delivered the Valuation Notice in
accordance with the terms hereof and Initiator fails to make the Sale Offer, then Initiator shafl
not initiate and proceed with the sale of the Sale Assets with any party for a period of one
hundred eighty (180) days after the Determination Date and following such one hundred eighty
{180) day period, the rights of Recipient under Section 12.6(a), provided the Recipient has not
defaulted hereunder, shall be fully restored. In the event that Recipient has timely delivered to
the Initiator the Valuation Notice in accordance with the tertns hereof, but fails to timely accept
the Sale Offer and/or deliver the Sale Offer Deposit, then the Initiator may, at any time thereafter
until the date which is one hundred eighty (180) days after the Determination Date, market the
Sale Assets and subsequently proceed to sell the Sale Assets (in an arm's length transaction
pursuant to a contract entered into prior to the expiration of such 180 day period) to any party
which is not an Affiliate of Initiator at any price determined by the Initiator in its sole discretion;
provided, however, that in the event Recipient has timely delivered a Valuation Notice (but has
failed to accept the Sale Offer), the aggregate sales price for such Sale Assets shall be not less
than the Fair Market Value of such assets. In the event that the Recipient fails to timely deliver
the Valuation Notice, the Initiator may, at any time thereafter until the date which is one hundred
eighty (180) days afler the Appraisal Exercise Period, market the Sale Assets and subsequently
praceed to sell the Sale Assets (in an arm’s length transaction pursuant to a contract entered into
prior to the expiration of such 180 day period) to any party which is not an Affiliate of Initiator
at any price determined by the Initiator in its sole discretion.

(d) (i) At the closing of any Company Sale or sale of any assets permitted
hereunder, each Member shall execute and deliver such deeds, bills of sale, instruments of
conveyance, assignments and other instruments as may reasonably be required, to give good and
clear title to the interest in, or assets of, the Company being Transferred. In the event any
Member shall fail or refuse to execute any of such instruments, the Initiator is hereby granted,
without any further action or documents required, an irrevocable power of attorney, coupled with
an interest, which shall be binding on each Member as to all third parties, to exccute and deliver
on behalf of the Member all such required instruments of transfer. Such power of attorney shall
survive and not be affected by the subsequent disability, incapacity, dissolution or fermination of
the Member transferzing its Interest. '
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: (i)  Inthe event of a sale of the Interests of the Members in the Company, the
salc of the Recipient’s Interest shall be on no less favorable terms and conditions as the sale by
the Initiator of its Interest. The Initiator and the Recipient shall share pro rata (based upon theis
respective Percentage Interests) in (1) any indemnity liability to the proposed transferee, (2) any
escrow established for the purpose of satisfying any such Liability, (3) the proceeds from the sale,
(4) all expenses of investigaling and consummating the {ransactions contemplated by this Sectiop
12,6 (whether or not consummated, other than as provided in Section 12.6(bY(iv), and {5) all
other rights and obligations with respect to the sale,

(iii) - The provisions of this Section 12.6 shall termiaate on the date of closing
of an underwritten public offering of equity of the Company, its successor or an Affiliate or the
Company, provided the securities of the Company or its Subsidiary, as applicable, are frst
- distributed to the Members with customary registration rights of the Members,

{€)  From and after Company Sale pursuant to this Scetion 12.6, each of the
Members agree that the names “Kerzner” “Waterford” and “Starwood™ shall not be used by the
transferee without the express prior written consent of Kerzmer with 1cspest to the name
“Kerzner”, Waterford with respect to the name “Waterford” and Starwaod with respect to the
name "Starwood”,

()  The following provisions set forth the procedure for determining Fair
Markel Value refecred Lo in this Seetion 12.5.

® As used in this Section 12.6:

“Appraiser” shall mean an independent appraiser with a natiopal reputation and at
least ten (10) vears of experieace in appraising assets which are similar in character to the Sale
Assets, and, in the case of'the Third Appraiser, who has not been employed or engaged by any of
the Members or any of their Affiliates in the past threc (3) years. The Appraiser shall perform
the valuation of the Company using traditional methods of valuation including comparable
transaclions analysis and discounted cash flow analysis. The determination of Fair Market Value
shall not take into account (i} any reduction for taxes or other costs that would be incurred by the
Company, any Subsidiary or any Mcmber as a result of the liquidation and/or sale of any
underlying assets or entities and (ii) any illiquidity discounts or discounts related to the holding
of minority or less than 100% interests in the Company.

(i) In thc cvent Recipient deliver any Valuation Notice to Initiator, such
Valuation Notice shall designate the pame, address and phone number of an Appraiser
collestively chosen by the Recipicnt (“Recipient’s Appraiser™). Upon receipt by the Initiator of
the Valuation Notice seiting fortb the Recipient’s Appraiser, the Irdtintor shall have ten (10) days
to chaosc its nwn Appraiser (“lnitiator's Appraiser™) and shall defiver a notice setting forth the
name, address and phoue aunyber of {nitiator’s Appraiser to the Recipient and to the Reeipicnt’s
Appraiser at such address as is designated in the Valuation Notice, Recipient’s Appraiser ond
Initiator's Appraiser shall then mutually agree upon a third Appraises within ten (10) days afler
the delivery of such notice. 1f the Recipient’s Appraiser and Initiator’s Appraiser are unable to
reach agreement an a third Appraiser within such ten (10) day period, then the then President of
the American Arbitration Association shall designate the third Appraiser {provided such
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appraiger safisfics the requirements of an Appraiser), The third Appraiser so designated by the
Recipient’s Appraiser and Initiatot’s Appraiser or by the President of the American Arbitration
Association, as applicable, shal) constitute the “Third Appraises™.

(ili) The three Appraisers shall separately conduet such hearings and
investigations as they deem necessary or appropriate and shall, within thirty {30) days after the
date of designation of the Third Appraiser, cach scparately render end determine their respective
valuation as 1o the fair market value of the assets praposed to be sold in a Company Sale, Itis
expressly understood and agreed that each delermination of fair market value shall be based upon
the criteria sct forth in the definition of “Appraiser”. The determination of fair market value by
the Third Appraiser shall be averaged with the next closest determination of fair market value of
the Recipient's Appraiser and the Injtiator’s Appraiser, as applicable, and such dotermination
shall be the “Fair Market Value” of the Sale Assets and shall be conclusive and binding upon
Initiator and Recipient. Suth average shall be determined based upon the aggrepate value of the
iwo applicable appraisals and then divided by two (2).

{iv}  Unless otherwise expressty set forth herein, the Company shall bear all
costs of the determination of Fair Merket Value pursuant to this Section 12.6(f), including,
without limitation, all costs and expenses of the Appraisers.

Section 3. (PO.

13.1. Public Offerivg. {a) Fach Member agrecs to use all of its rights and
powers as a Member under this Agreement to cause the Company to fulfill all of its obligations
under this Section 13.

(b)  Fach Memher agrees that, subject 1o the terms and conditions of this
Scelign 13, Starwood shall have the right in its sole discretion tv cause the Company or any
wholly-owned Subsidiary of the Company or such entity designated to effect the same (as
applicable, the “Registrant™ to (i) effect a Public Offering after the fifth (5} anniversary of the
Wembley Acquisition and (ii} conduct a restructuring in connection with any such Public
Offering so thal mumediately prior to such Poblic Offering, the Members hold Registrable
Securities directly, on a pro rata basis in accordance with their respective relative Pexcentage
Interests. Each Member further agrees that although this Section 13 contemplates the direct sale
of Registruble Securities by the Members in a Public Offering, upon the advice of the
underwrilers of any Public Offering that a direct sale by the Members {as opposed to & sale by
the Registrant) would adversely affect such Public Offcring (including pricing), the rights and
obligations of the Members and the Company under this Section 13 shall be applicable to a direct
ssle by the Repistrant, and the Members and the Company shall do alf things necessary to
effecmate such Public Offering directly by the Registrant on substantially the same terms and
ronditions as set forth in this Section 13,

(€}  Each Member agrees that, except as otherwise provided in this Sectiop 3,
Sturwood shall have the right to make all decisions and selections in connectios with any Public
Offering pursuant to this Section 13, with the consent of the KW Member, such consent not to be
unreasonably withtheld or delayed.
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(d)  Tn connection with any Public Offering pucsvant ¢o this Section 13, each
Member and the Compapy agrees to take such other actions or to cause the Registrant 10 take
such otber actions {such as appointing independent members of the Management Commitiee) as
shall be required by Applicable Law or regulation (including any requirements of the exchange
on which the Registrable Securities will be listed), or as shall be advised by the underwriters of
such Public Offeriop as being necessary or desirable to meximize the success of such Public
Offering.

(&)  Each Member agrees 1o cause its senior employees 10 use their reasonable
efforts to support the marketing of the Registrable Securities under this Section 13 {including,
without limitation, the participation in *“road shows” at the request of the underwriters).

()  Each Memher agrees that, although this Section I3 contemplates that &
Tublic Offering pursuant 1o this Section 13 would be effecied either in the United States or the
United Kingdom, at the selection of Starwood, with the consent of the KW Member, such
consent 5ot to be varcasonably withheld or delayed, all or any portion of such Public Offering
may be ctfected in any other jurisdiction and on any other internationally recognized securities
exchange. In such case, the rights and obligations of the Members and the Company under this
Section 13 shall be applicable to suck Public Offering, and the Members and the Company shall
do all things necessary to cffcctuate such Public Offering on substantially the same terms and
conditions as set forth in this Section 13

13.2. Required Registration. (@) 1 the Company shal] he requested in writing
by Starwood, which writing shall specify the Registrable Sceurities to be sold and the intended
method of disposition thereol (a “Demand Request™), at any lime afler the Kfth (5%) anniversary
of the Wembley Acquisition, 1o () effect a registration under the Securities Act of Registrable
Securities held by Starwood (a “Reguired Repistration™) and/or (i) make an applicalion for
admission of the Registrable Sccurities held by Starwood to the Officisl Listing of the UK,
Listing Authority and to trading vn the Londun Stock Exchange (a “Listing Application”), then
the Company shall promptly use its reasonsble efforts to effect or 1o cause the applicable
Registrant 1o cffect such Required Registration or Listing Application,

{t)  Piggyback Rights. Upon receipt by the Company of a Demand Request,
the Company shall deliver a written notice (a “Demand Notice™) to each Member stating that the
Company intends to comply or to cause the applicablc Registrant to comply with a Demand
Request and infarming each such Member (i} of its right to include Registrable Securities in such
Required Repistration or (ii) that its Repistrable Sceuritics shall be subject to such Listing
Application, Within ten {10) Business Days afier receipt of a Demand Notice, the KW Member
shall have Lhe right to request in writing that the Registrant include sl or a specific portion of the
Repistrable Securities held by such KW Member in such Required Registration or in any sale of
Registrable Securities in the Public Offering effected at the same time as such Listing
Application,

(¢)  Reserved.

{d)  Time for Filiog and fffectiveness. (i) On or before the date which is sixty
{60) days after the Demand Request relating to a Required Registration, the Company shall filc
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with the SEC the Required Registration with respoct to all Registrable Sccuritics to be so
registered, and- shall use its ressopable efforts to cavse such Reguired Registration 1o become
ellfeclive as promptly os practicable after the filing thercof, but in no event later than the day
which is one hundred twenty (120) days zfler the date of the Demand Request. (il) As soon as
reasonably practicable following a Nemand Request for a Listing Application, the Company
shall prepare a prospectus in respect of such Listing Application (a “Listing Prospectus™) and
apply to the UK Listing Authority for admission to the Official List and o the London Stock
Exchange for admission to trading (together, “Admission™) for all Registrable Securities and
shall usc its reasonable efforts to cause such Listing Application 1o become effective as promptly
as practicable after npplication thereaf but in no event Jater than the day which is one humdred
eighty {180) days after the date of the Demand Request.

(¢)  Selection of Underwriters. In the event that the Registrable Securities to be
regisiered pursuans 1o a Required Registration or Listing Application arc to be disposed of in an
underwritten Public Offering, the underwriters of such Public Offering shall be one oc more
underwriting firros of internationally recognized standing selected by Starwood, subject to the
approval of the KW Mermber, such approval not to be unreasonably withheld or delayed. If the
KW Member desires it shall have the right to designate & joint book runner, subject to the
approval of Starwood, such approval not to be unrcasonably withheld or delayed.

(fy  Pdority on Reguired Repgistrations. In the event that, in the case of any
Regquired Registratinn or Lisling Application, the managing underwriter for the Public Offering
contemplated by Section {3.2(e} shall advise the Company and each holder of Registrable
Securities requesting sale that, in such underwriter’s opinion, the amount of securities vequested
w0 be included in such Required Registration or sold in the Public Offering effected at the same
time as such Listing Application would adversely affect the Public Offering and sale (including
pricing) of such Registrable Securities {stating the basis of such opinion and the approximate
number of Registrable Securities that may be included in such Public Offering withaut such
effect), the Company will include in such Required Registration or the Listing Prospectus the
number of Registrable Securities that the Company is so advised can be sold in such Public
Offering in the following amounts; alf Repistrable Securities requested to be sold by all holders
of Registrable Sccurities pursuant to this Section 13.2 pro rata among such holders on the basis
of their selative Percentage Interests; provided however that if such managing wnderwriter shall
advise the Company thal, in such underwriter’s opinion, the inclusion of Registrable Securities
held by Management Members would adversely affect the Public Offering and sale (including
pricing) of such securities, then the number of Repistrable Securities held by such Management
Members 10 be included in such Public Offering may be disproportionalely reduced to avoid
such adverse result,

13.3, Repisiration Procedures. [ach Member and the Company will use ity
reasonable efforts to effect each Required Registration or Listing Application pursuant to Section
13,2, and to cooperate and 1o cause the Registrant to cooperate with the salc or listing of such
Registruble Securities in accordance with the intended method of disposition thereof as quickly
8s possible, and the Company will, or will cause the Registrant 1o, (and in the case of a Listing
Application each holder of Registrable Securities will, as appropriate) as expeditiously as
possible:
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{a) prepare mnd file with the SEC the registration statement and use its
rcasonable efforts to cause the Required Registration to becomne effective; provided, however,
1hat, to the extent practicable, at [cast seven (7) days prior to filing any registration statcment or
prospectus or any amendments or supplements thereto, the Company will fumish to the holders
of the Registrable Securities covered by such registration statement and their counsel, copies of
all such documests proposed to be filed and any such holder shall have the opportupity to
comment on any information pertaining solely to such bolder and its plan of distribution that is
contained therein and the Registrant shall make the corrections reasonsbly requested by such

holder with respect to such information prior to filing any such registration statement or -

amendment.

{(b) prepare and file with the SEC such amendments and post-effcctive
amendments to any registration staternent and any prospecius ased in connection therewith as
may be necessury to keep such registration statement effective and to comply with the provisions
of the Securities Act with respect to the disposition of all Repistrable Securities covered by such
registration stotement unti) such time as all of such Registrable Securities have been disposed of
in accordance with the intended racthods of dispasition by the scller or sellers thoreof set forth in
such repistration statement and cause the prospectus o be supplemented by any required
prospectus supplement, and as 5o supplemented to be filed pursuant to Rule 424 under the
Sceurities Act;

()  [uemish, upon request, to cach holder of Registrable Sccurities o be
included in such Required Registration and the underwriter or underwriters, if any, without
charge, at least one signed copy of the regisiration statement and any post-effective amendment
thereto, and such number of conformed copies thereof and such number of copies of the
prospectus (including each preliminary prospectus and each prospectus filed under Rule 424
under the Securities Act), any amendments or supplements thereto and any documents
incorporated by reference thercin, as such bolder or underwriter may reasanably request in order
to facilitate the disposition of the Registrable Securifits being sold by such holder (it being
undlerstoad chat the Company and each Repistrant consents 1o the use of the pruspectus and any
amendment or supplement thereto by each holder of Registrable Securities covered by such
registration statement and the underwriter or underwriters, if any, in counection with the Public

Offering and sale of the Registrable Securities covered by the prospectus or any amendment ot

supplement thereto);

(d)  notify each holder of the Registrable Sceurities 1o be included in such
Reguired Registration and the underwriter or underwriters, if any:

) of any stop order or other order suspending the effectiveness of any
registration statement, issved or threatened by the SEC in connection therewith, and take
all reasonable actions required to prevem the entry of such stop order or to remove it or
obtin withdrawal of It at the carliest possible moment if entercd,

(i)  when such registration statement or any prospectus vsed in connection
therewith, or any amendment or supplement therelo, has been filed and, with respect lo
such tegistration statement or any post-effective amendment thercto, when the samne has
become effective;
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(i)  of any written request by the SEC for amendments or supplements to such
registration statement or prospectus; and

(iv) of Lhe receipl by the Regisirant of any notification with rcspeet 1o the
suspensmn of the qualification of any Registrable Securities for sale under the applicable
securities or blue sky laws of any jurisdiction;

(e)  if requested by the managing underwriter or underwriters or any holder of
Registrable Securities to be included in such Required Registration in connection with any sale
pursuant {o a registration stutement, promptly incorporate in a prospecius supplement or post-
effective amendment such information relating to such uaderwriting as the managing underwriter
or underwriters or such holder reasonably requests 10 be included therein; and make al) required
filings of such prospectus supplement or post-cifective amendment as soon as practeable after
being notified of the matters incorporated in such prospectus supplement or post-effective
amcndment;

(fi  onor prior o the date on which a Registration is declared effective, use its
reasonable efforts (o register or qualify, and cooperate with the holders of Registrable Securities
to be included in such Required Registration, the underwriter or underwriters, if any, and their
counsel, in connection with the registration or qualification of the Registrable Securitics covered
by such Required Registration for offer and sale under the scourities or “blue sky” laws of cach
state and other jurisdiction of the Uniled States or any other country as any such holder or
underwriter reasonably requesis in writing; use its reaspmable efforts to keep ench such
registralion or yualification effective, including through new filings, or amendmenls or Tenewals,
during the period such registration statemont is required to be kept effective; and do any and all
other acts or things necessaty or advisable to enable the disposition of the Registrable Securities
in all such jurisdictions reasonably requested to be covered by such Reguired Registration;
provided, however, that the Registrant shall not be required to qualify generally to do business in
any JUIlSdlCIIOD where it is oot then so qualified or to 1ake any action which would subject it to
general service of process in any such jurisdiction where it is not then so subject;

{g}) in connection with any sale pursuant to a Required Registration, cooperate
with the holders of Regisirable Securilies to be included in such Required Registration and the
managing underwriter or underwriters, if any, to facilitale the timely preparation and delivery of
cenificates (oot bearing any restrictive legends) representing securities to be sold under such
Required Registyation, and cnable such scenrities to be in such denominations and registered in
such naraes as the managing underwriter or underwriters, if any, or such holders may request;

(h)  use its ressonoble efforts (o cause the Registrable Securities to be
registered with or approved by such other pavernmental agencies or authacities within or wilthout
the United States and baving jurisdiction over the Company or any Subsidiary as may be
nccessary to cnable the seller or sellers thercof or the underwriter or underwriters, if any, to
consummate the disposition of such sccurities;

{iy  vse its reasonable efforts 1o obtain:
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(A) st the time of effectivencss of cach Reguircd Registration, a “cold comfort
letter” from the Registrant’s independent certified public sccountants covering such matters of
the type customarily covered by “cold comfort letters™ as Starwoaod, the KW Member and/or and
the underwriters reasonably roquest; and

(B)  atthe time of any underwritten sale pursuant Lo the regisiration statemnent,
a “bring-down comfurt letter,” dated as of the date of such sale, from the Registrant’s
independent certified public sccountants covering such matters of the type customarily covered
by “bring-down comfort letters” as Starwood, the KW Member and/or and the underwrilers
reasonably request;

i} use jis reasonable efforts to obtain, at the time of effectivenass of each
Required Registration and at the time of any sale pursuant to each Requijred Registration, an
opinion or opinions addrossed to the holders of the Registrable Sccuritics to be included in such
Reguired Registration and the underwriter or underwriters, if any, in customary form and scope
from counsel for the Registrant;

(k) notify each seller of Reglslrab{e Securities covered by such Reguired
Registration, upon discovery that, or upon the happening of any eveol as a result of which, the
prospectus included in such Required Registration, as then in effect, includes an unirue statcment
of a material fact or omits to state any material fact required 10 be stated thetcin or neccssary to
make the statements thereia not misleading, and promptly prepare and file with the SEC and
furnish to such seller or holder a reasonable number of copies of a supplement to or an
amendment of such prospectus as may be necessary so that, as theresfter delivered to the
purchusers or prospective purchasers of such securities, such prospectus shall not jochude an
untrue statement of a material fact or omit to state a material fact required 10 be stated therein or
necessary to make the statements thercin not misleading in the light of the eircumstances under
which they are made;

() atherwise comply with all applicable rules and regulations of the SEC, and
make gencrally gvailable to its sceurity holders (as contemplated by Section i1(a) under the
Securities Acl) an eamnings slatement satisfying she provisions of Rule 158 under the Securities
Act no later than ninety (90) days after the end of the twelve (12) month peried beginning with
the first month of the Registrant's first fiscal quarter commencing after the effective date of the
registration staternent, which statement shall cover said twelve (12) month period;

(m) provide and cause to be maintained a transfer agent and registrar for all
Repistrable Securities covered by each Required Repistration from: and after a date pot Iater than
the efTective date of such Rexquired Registration;

(b)  use its reasonable offorts to cause all Repistrable Sccurities covered by
each Required Regisiration to be listed subject to notice of issuance, prior to the date of first sale
of such Registrable Securities pursuant lo such Required Regislration, on each securilies
exchange selected by Starwoad with the consent of the K'W Member, such consent uot to be
unreasonably withheld or delayed, and/or admitted to trading on NASDAQ, if requested by
Starwood with the consent of the KW Member, such consent not to bes unreasonably withheld or
delayed;
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{0)  enterinty such agreements (including underwriting agreements in custom-
“ary form) and take such other actions as Strrwood shall reasonably request in order to expedite
ot facilitate the disposition of such Registrable Sccuritics;

{p)  causc its employees and personnel to use theis reasonable efforts to
support the marketing of 1he Repistrable Securities (including, without limitation, the
participation in “road shows,” at the request of the underwriters, Management Committee o
Starwood) 10 the extent possible taking into nccount the Repistrant’s business needs and the
requirements of the marketing process;

(g)  prepare and submit tn the 1J.K. Listing Authority and Londen Stock
Tixchange the Listing Prospeetus and use its rcasonable cfforts to cause the Listing Application to
become effective; provided, however, that, to the extent practicable, at least twenty (20) Business
Deays prior 1o filing any Listing Prospectus (or &t Jeast ten (10} Business Days in respect of any
amendments or supplements thereto), the Company will furnish 1o the balders of the Regisuable
Securities cavercd by such Listing Prospectus and their counsel, copies of all such documents
proposed to be submitted and any such holder shall have the oppertunity to comment on any
information pertaining solely to such holder that is contained therein and the Registrant sball
make the corrections reasonably requested by such holder with respect to such informatian prior
to submilting any such Listing Prospectus or amendment.

()  prepare and submit 1o the UK. Listing Authority such amendments to any
Listing Prospectus used in connection therewith as may be necwussary to ensure such Listing
Prospectus complics with the provisions of the UK. Sceurities Act (including, without
limitation, Sectjon 81 of the U.K. Securities Act) or the rules of the London Stock Exchange
with respect to the listing of the Registrable Securities and cause the prospectus to be
supplemented by any required prospectus supplement, and as so supplemented to be submitted
for approval in accordance with the UK. Securities Act;

(8)  ensure that e Listing Prospectus complies with Sections BO(3) and 81 of
the U.K. Securities Act and that a signed copy of the Listing Prospectus is delivered to the
registrar of companies in England and Walcs for registration on the date of Admission in
accordance with Sectiog 83 of the UK. Securities Act;

9] fumnish, upan request, to each holder of Registrable Securities to be
included in such Registration and the underwriter or underwriters, if any, without charge, at least
one signed copy ol the Listing Prospectus and any amendment or supplement thereto;

{u)  in connection with any Listing Application, coopersle with the holderss of
Registrable Securities to be included in the Public Offering effected at the same time as such
Listing Application and the managing underwciter or underwriters, if any, to facilitate the timcly
preparation and delivery of certificates (not beaging any restriclive legends) representing
securities to be sold under such Public Offering, and enable such sccurlies to be in such
denominations and registered in such names as the managing underwriter or underwriters, if any,
or such holders may request;
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{v) use its reasonable elfarts to cause the Registrable Securlies to be
registered with or approved by such other govemmental agencies or authorities within or withomt
the United States and baving jurisdiction over the Company or any Subsidiary as may be
necessary 1o enable the sellcr or sellers thereof or the underwriter or underwriters, if amy, 10
consummate the disposition of such securities;

{w}  useits teasonabie ¢forts to obtain:

(&)  at the ume of the Listing Application, a “cold comfort ictter” from the
Registrant’s independent certified public accoumtnnts covering such matters of the type
customarily covered by “cold comfort leters™ as Starweod, the KW Member and/or and the
underwriters reasonably request; and

(B)  at the time of any underwritten sale pursuant to the Listing Prospectus, a
“bring-down comfort letter,” dated as of the datc of such salc, from the Registrant's independent
cerlified public accountants covering such matters of the type customarily covered by “bring-
down comfort lctters” as Starwood, the KW Member and/or and the underwelters ccasonably
request; -

{x)  use its reasonable efforts lo obtain, at the time of the Listing Application
and at the time of any sale pursuant 1o the Listing Prospectus, an epinion or opinions addressed
to the Registrunt and the underwriter or umlerwriters, i any, in customary form and scope from

counsel for the Registrant,

(y)  otherwise comply with all applicable rules and regulations of the UX,
Listing Authority and the UX. Securitics At and 10 do all other things and file all such
documents, announcements or notices as may be required 1o comply with its continuiny
obligations as set out in the listing rles of the UK. Listing Authority;

(2)  provide and eause to be maintained a (ransfer agent and registrar for all
Registrable Sceuritics from and after a date not later than the effective datc of such Listing
Applicatiory; and

{aa)  enter into such agreewments (including underwriting agresments in custom-
ary form) and take such other actions as Starwood and/or the KW Member shall reasonably
request in order lo expedite or facilitaie the Jisling of such Registrable Securities or effect
Admission.

The Registrant may require each holder of Registrable Securities that will be
included in such Required Registration or Listing Prospectus 1o fumnish the Registrant wilh such
information in respect of such holder of its Registrable Securities that will be included in such
Required Registeation as the Registrant may reasonably request in writing and as is required by
Applicable Law.

i34, Preparation; Reasonable Investipation. In connection with the preparation
and fifing of each Registration Statement registering Registrable Securities under the Securities
Act, the Company shall give, upon reasonable notice and during normal business hours, the
holders of such Registrable Securities so repistered, their underwriters, if any, and their
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respective counsel and accountants access (o its books and records and an opportunity ta discuss
the business of the Registrant with its officers and the independent public accountants who have
certified its financial statements as shall be necessary, in the opinion of such holders’ or such
vnderwriters' counsel to conduct a reasonsble investigotion within the meaning of Section
11(b)(3) of the Securities Act.

13,5, Rights of Reguesling Holders. Each holder of Registrable Securitics 1o be
included in a Required Registration which mukes a written request (herefor, shall have the right
to reeeive within thirty (30} days of receipt by the Company of such request capies of the infor-
mation, notices and other documents described in Section 13.3(1) and Section 13.3(0).

13.6. Registration Expenses, The Company will pay all Rogistration Expenses
in connection with sach registration or listing of Registrable Securities, including, without
limitation, any such registration not effected by the Company.

13.7. Indempification; Contribution. {a) The Company shall indemnify, w© the
fullest extent permitted by Applicable Laws, each holder of Registrable Securities, its officers,
directors, pactners, eaployces, equity holders and agents, if any, and cach Person, if any, who
controls such holder within the meaning of Section 15 of the Securities Act, against all losses,
claims, damages, liabilities (or proceedings in respect thereot) and expenses (under 1he Securities
Act or common law or otherwise), joint ot scveral, resulting [fom any violation by the Registrant
of the provisions of the Securities Act or the U.K. Sccurities Act or any untrue Statement or
alleged untrue statcment of a material fact contained in uny registration stalement or prospecius
{und as amended or supplemcnied if amended or supplemented) or any preliminary prospactus or
causcd by apy omission or alleped omission to state therein a material fact required 1o be staled
therein or necessary to make the statements therein (in the case of any prospectus, in light of the
circumstances under which they were madc) not misleading or the Listing Prospectus not
containing or fairly presenting, or being alleged not 10 contain or not lo fairly present, all
information required to be therein, cxcept 10 the extent that such losses, claims, damages,
liabilities (or procexxlings in respect thereof) or expenses are caused by any untrue statement or
alleged untrue statcment coatained in or by any amission ar alleged omissian from information
concerning any holder of Registrable Securities furnished in writing to the Registrant by such
holder expressly for use therein. 1t the Public Offering pursuant to any registration statement or
Listing Prospectus provided for under this Section 13 is made through uaderwriters, no action or
failure to act on the part of such underwriters (whether or not such underwriter is an Affiliatc of
aoy holder of Registrable Securitics) shall affect the obligations of the Company W indcmnify
any holder of Registrable Securities or any other Person pursuant to the preceding sentence. 1
the Public Offering pursuant Lo uny registration Statemient or Listing Prospectus provided for
under this Section 13 is made through underwriters, the Company agrees 10 enter jnto or {0 cause
the Registrant to enter into an underwriting agreement in customary form with such underwritcrs
and the Company agrees to indemnify such wnderwriters, their officers, directors, employces and
agents, if any, and each Person, iff any, who controls such underwriters within the meaning of
Section 15 of the Securities Act Lo the seme extent as herein before provided with respect {o the
indemnification of the holders of Registrable Sscuritics; provided that the Company shall not be
required to indemnify any such undcrwriter, or any officer, director or emplayee of such
underwrilcr or any Person who controls such underwriter within the meaning of Section 15 of the
Securities Act, to the extent that the Joss, claim, damage, Jability (or preceedings in respect
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thexeof) or expensc for which indemnification is claimed results fram such underwriter’s failure
ta send or give a copy of an amended or supplemented final prospectus to the Person asserting an
untrue statement or alleged untrue statement or omission or alleged omission at or prior W the
written confirmation of the sale of Registrable Securities to such Person if such statement or
omission was corrected in such amended or supplemented final prospectus prior 10 such written
confirmation and the underwriter was provided with such amended or supplemented fimal
prospectus.

()  In conncetion with any registration statement in which a holder of
Registrable Securities is participating or any Listing Application, each such holder, severally and
not jointly, shall indemnify, to the fullest extent permitted by Applicable Faws, the Registrant,
each underwriter and their respective officers, directors, employces and ageats, if any, and cach
Person, if any, who controls the Registrant or such underwriter within the meaning of Section 15
of the Securitics Act, against any losses, claims, damages, liabilities (or proceedings in respect
thereof) and ¢xpenses resuliing from any unirue statement or alleged umicue statement of a
material fact, or any omission or alleged vmission of 2 material fact required to be stated in the
registration siatement or prospectus or preliminaty prospectus or sny amendment thereol or
suppicment thereto o1 necessayy to make the stiiements theeein (in the cese of any prospectus, in
light of the circumsiances under which they were madc) not misleading, but only to the extcat
thal such untrue statement is contuined in or such omission is from information so concerning a
holder furnished in writing by such holder expressly for use therein; provided that such helder's
obligations heresnder shall be limited to an amount equal 1o the net proceeds to such holder of
the Registrable Scourities sold pursuant to such registration statement.

{©)  Any Person entitled 10 indemnification under the provisioas of this Section
13.7 shall (i) give prampt notice to the inderanifying party of any «laim with respect to which it
seeks indemnification and (ii) unless in such indemnified party’s reasonable judgment a conflict
of interest between such indemnified and indemnifying parties may exist in respect of such
claim, pormit such indemnnifying party 1o assume the defense of such claim, with counscl
reasonably satisfuctory o the indemnified party; and if such defense is so assumed, such
indemnifying party shalt not énter into any settlement without the consent of the indemnified
party if such settlement attributes liability to the indemnified party and such indemnifying party
shall not be subject to any liability for any settlement made without its conscnt (which shall not
be unreasonably withheld); and any underwriting agreement entered intv with respect to any
registration statemenl ar Lisling Application provided for under this Section 13 shall so provide.
In the event an indemnifying porty shall not be entitled, or eleets not, 10 assume the defease of 8
claim, such indempifying party shall not be obligated to pay the fees und expenses of more than
one counsel or firm of counsel for all parties indemnitied by such indemnifying party in respect
of such claim, unicss in the rcasonable judgment of any such indemnificd party a conflict of
interest may exist between such indemnified party and any other of such indemnificd parties in
respect to such claim,

(d)  If for any reason the forcgoing indemnity is unavailable, then the indem-
nifying party shall contribute to the amount paid or payable by the indemnified party as 2 result
of such losses, claims, damages, liabilities or expenses based upon the relative fault of the
indemnifying party and the indemmified party as well as any other relevant equitable eon-
sidcrations. Notwithstanding the forcgoing, no holder of Registrable Securitics shall be required
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1o contrithste any amount in excess of the amount such holder would have beea required to pay to
an indemnified party if the indemnity under Secion 13.7(b) was available. No Person guilty of
fraudulent misrepresentation (within the meaning of Section L{(D) of the Securities Act) shall be
entitled to contribution from any Person who was not puilty of such frauduvlent misrepre-
sentation. The obligation of any Person 1o contribute pursvant to this Section 13.8 shall be
several and not joint,

(&)  Anindemnifying party shall make payments of all amounts required to be
made pursuanl to the foregoing provisions of this Section 13,7 to or for the account of the
indemnified party from time 0 tme promptly upon receipt of bills or invoices relating thereto or
when otherwise due or payable.

H The indemnity and coniribution agreements contained in this Section 13.7
shall remain in full force and effect regardless of any investigation made dy or on behalf of a
participating holder of Registrable Securifies, its officers, directars, agents or any Person, if any,
who controls such holder as aforesaid, and shall survive the Transfer of any Member’s Interest
and the termination of this Agreement for any reason,

13.8. lloldback Agreements; Registration Rights (o Others. (a) In the event and
10 the extent requested hy the managing underwriter or, if the Registrable Securities are not being
disposed of in an underwritten Public Offering, if requested by the Registrant, eack Member
agrees not to sell, meke any short sale of, grant any option for the purchase of, or otherwise
dispose of any securifes of the Company or any of its wholty-owned Subsidiuries, other than
those Registrable Securities included in such Required Registration or to be sold pursuant to or
in connection with such Listing Application pursuant to Section 13.2 for the thirty (30) days
prior 1o and the one hundred and eighty (180) days afler the effectiveness of the regisiration
statement or date of Admission in respect of any Listing Application pursuant Lo which such
Public Offering shall be made {or such shorter period of time as is sufficient and appropriate, in
the opinion of the managing underwriler or, as the case may be, the Company in order to
complete the sale and distribution of the sceuritics included in such Public Offering); provided,
that the limitations contained in this Scetion }3.8(a) shall not apply to the extent a2 Member is
prohibited by Applicable Laws from so withholding such securities from sale during such period.

(b)  During the perivd begiming thirty (30) days prior 1o the effective date of
any registration statement filed or date of Admission in respect of any Listing Application made
with respect to Registrable Securities pursuant to an underwritten Public Offering and ending no
tater than (i) one-hundred eighty (180) days after the effective date of any such registration
statement or Admission and (37) the expiration of any lock-up period required by the
undcrwriters, if aay, of such Public Offering, neither the Company nor any other Registrant shall
(cxcept as part of such registration or listing) effect any public sale or public distribution of any
of its equity securities or of any security convertible into or exchangeable or cxercisabie for any
of its equity securities.

13.9. Auvailability of Infornation. Following the Registrant’s initial Public
Offering, the Campany shall camply with the reporting requirements of Sections 13 and 15(d) of
the Exchange Act, the listing rules of the U.K. Listing Authority or the UK. Securilies Act (as
the casc may be) and will comply with all other public informution reporting reguirements of the
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SEC or the UK. Listing Authority as from time to time in effect, and cooperate with Members
who are holders of Registrable Securities, so as to pemmit disposition of the Registruble
Securities pursuant to an exemption from the Sccuritics Act for the salc of any Registmble
Securitics (inchuding, without limitation, the current public information requirements of Rule
144(c) and Rulc 144A under the Securities Act), The Registrant shall also cooperate with each
Member who is a holder of any Registrable Securities in supplying such information as may be
necessaey for such holder to complete and file any information reporting forms presently or
hereafier required by the SEC a5 a condition to the availability of an exemption from the
Securities Act for the sale of any Registrable Securities,

Section 14. Dissolution.

14.1. Limitations. The Company may be dissolved, liguidaied and terminated
only pursuant to the provisions of this Section 14, and, to the {ullest extent permitted by law but
subject {o the terms of this Agreeimcnt, the parties herelo do hercby imevocably waive any and all
other rights they may have to cause a dissolution of the Company or 2 sale or partition of any or
all of the Company’s assets.

142. Exclusive Events Reguiring Dissolution., The Company shall be dissolved
only upon the earliest to occur of the following events (2 “Dissplution Event”):

{a)  the expiration af the specific term set forth i Section 2.4;
(b)  atany time at the clection of the Management Committee in writing:

(c) ot any time therc arc no Mombers (unless otherwise contimued in
accordeace with the Act); or

{d) the entry of 4 decree of judicial dissolution pursuant to Section 18-802 of
the Act.

143. Liguidation. Upon the occwrence of a Dissolution Event, the business of
the Company shall be continued to the extent necessary to allow an orderly winding up of its
affairs, including the liquidation of the assets of the Company pursuant to the provisions of this
Section 14.3, as prompily as practicablc theresfler, and cech of the following shall be
accomplished:

() The Management Committee shall cause to be prepared a statement sctting
forth the assets and liabilities of the Company as of the date of dissolution, a copy of which
statement shall be furnished to all of the Members. ‘

(b)  The property aoud assets of the Company shall be liquidaled or distributed
in kind under the supervision of the Manugement Commitiee as prompily as possible, but in an
orderly, businesslike and commercially reasonable manner.

(¢}  Any pain or loss realized by the Company upon the sale of its property

shall be deemed recognized and allucated 1o the Members in the manner set forth in Sgetion 7.2.
To the extent that an asset is to be distributed in kind, such asset shall be decined o have been
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sold «t its fair market value on the date of distribution, the gein or loss deemed realized upon
such deemed sale shall be allocated in acvordance with Section 7.2 and the amount of the
distribution shall be considered 1o be such fair market value of the asset.

{d)  The proceeds of sale and all other assets of the Compapy shall be applied
and disteibuted as follows and in the following order of priority:

(iy  to the satisfaction of the debts and Habiitics of the Company (contingent
or otherwise} and the expenses of liquidation or Gistribution (whether by
payment ar teasonable provision for payment), other then liabilities to
Members or former Members for distributions;

(i) to the satisfaction of loans made pursuant to Section 5.2(b} in proportion
1o the oulstanding balances of such Joans at the time of payment; and

(iii)  the balance, if any, 10 the Members in accordance with Sections 6.1 and
6.2,

144, Continustion of the Company. Notwithstanding anything to the contrary
vontained hesein, the death, reircment, vesignation, cxpulsion, bankrupicy, dissofution or
temoval of a Member shull not in and of itself cause the dissolution of the Company, and the
Mombers are expressly authorized to countinue the business of the Company in such cvent,
without any further action on the part of the Members.

Scetion 15. Indemnification.

15.]. Exculpalion of Members. No Mcember, manager, Representative or officer
of the Compuny (or their respective agents, oflicers, directors, members, managers, partners,
shareholders or cmployzes) shall be Hable to the Company or la the other Members for damages
or otherwise with respect to any actions or fatlures to uct taken or not taken rclating to the
Company, excepl to the exient any reluted loss results from frand, gross nogligence or willful
misconduct on the part of such Member, manoper, representative or officer (or their respective
agents, officers, directors, members, managers, pariners, shareholders or employees) or the
willful breach of any ohligation under this Agreement.

15.2. Indemnification by Companv. (a) The Company hereby indemniffes,
bolds harmless and defentds the Members, the manager, Representatives, the officers of the
Company and each of their respective agents, officers, directors, members, partners, shareholders
and employees from and against any loss, cost, expense, damage, claim, liability or injury
suffered or sustzined by them (including but not limited to any judgment, award, settlement,
reasonnble atomeys” fees and other costs or expenses incurred in connection with the defensc of
any actual or threatcned action, proceeding or claim) (collectively “Losses™) by reason of ar
arising out ol {§) their activities on behalf of the Company or in furtheranee of the interests of the
Company, including, without Bmitation, the provision of Credit Enhancement (but speeifically
excluding from such indemnity by the Company any so called “bad boy™ guaranties or similar
agreements which provide for recourse to such Member or its Affiliate as a result of its willfal
fajlure to comply with covenants, willful misconduct or gross nepligence), (ii) their statuy as
Members, managers, ropresentatives, employees or officers of the Company (or their respective
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agents, oflicers, directors, members, managers, partocrs, sharcholders or employees, as such), or
(iti) the Company's assets, property, business or affairs (inclading, without limitation, the actions
of any officer, director, member or employee of the Company or any of its Subsidiaries), if the
acts or omissions wore not performed or omitied fraudulenily or as a result of gross negligence or
willful misconduct by the inderanified party or as a result of the willful breach of any obligation
under this Agrecment by the indemnified party. For the purposcs of this Section 15.2, officers,
ditectors, agents, members, partners, employees and other representatives of Affiliates of a
Member who are functioning as representatives of such Member in connection with this
Agreement shall be considered representatives of such Member for the purposes of this Scction
15, Reasonable expenses incurred by the indemnified party in connection with any such
proceeding relating to the foregoing matters shall be paid or reimbursed by the Compaay in
advance of the final disposition of such proceeding upon 1eceipt by the Company of (x) written
affirmation hy the Person requesting indemnification of its good faith belief that it has met the
standard of conduct necessary for indempification by the Company end (¥) a written undertaking
by or on behalf of such Person 1o repay such amount if it shall ullimately be determined by a
court of competent jurisdiction that such Person has not met such standard of conduct, which
undertaking shall be an unlimited gemeral obligation of the ndemnified purty but need not be
secured.

{by  Each of SOF-VI U.S. Holdings, L.L.C., Kerzner Intemnational Limited and
Waterford Group L.L.C. (collcctively, the “Parent Guaraniors') hereby joins in and execules this
Agreement and, joinlly and severally, unconditionally guarantees all of the Comgpany’s
obligations wmder this Section 15.2 in favor of wach of the Representatives only {and no other
Persons). In the cvent that any payment is made by any of the Parent Guarantors hercunder, the
parties hereto acknowledge aml agree {without relieving the Company or any Member of any of
its respective obligations hereunder) that any such payment shall be deemed 1o be a Credit
Enhuncement f.oan of such Parent Guarantor's Affiliate Member reimbursable to the applicable
Member in accordance with the provisions of Section 9.4 hereof. Further, to the extent that any
Parent Guaranior makes any payment or suffers uny Loss by reason of the guarunGes described
in this Section 15.2(b), each other Parent Guaranior shall make payments to such Parent
Guarantor first referenced so that the Parent Guarantors shall bear the obligations under all such
guarantics described in this Scction 15.2(b) in proportion to each such Parent Guarantor’s
respective Affiliate Member's Percentage Interest.

15.3. [Indempification by Members for Misconducl. Each Mcember hicreby
indemnifies, defends and holds harmless lhe Company, each other Member (and their respective
Represcntatives) and each of their subsidiaries and their agents, officers, divectors, members,
partners, sharcholders and cmployecs from and against all Losses as a result of or arising out of
any frand, gross negligence or willful misconduct on the puri of, or by, the indemnifying
Member or any Representative appointed by such indemnifying Member,

154, Gencral Indemnification by the Members. (a) Notwithstanding any other
provision contained herein, esch Member (the “Indemnifying Party™) hereby indemnifies and
holds harmless the other Members (and their respective Representatives), the Company and each
of their subsidiozies and their agents, officers, directors, members, managers, pariners,
shazeholders and employees (each, an “Indemnified Party™) from and against all Losses as a
result of or arising out of (i) any breach of any obligation of the Indemnifying Party under this
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Agreement, or (ii) any breach of any obligation by or any imaccuracy in or breach of any
representation or warranty made by the Indemnifying Party, whether in this Agreement or in any
Collatera] Agreement.

(b)  Except as ptherwise provided herein or in any other agreement, recourse
for the indemnity obligation of the Members under this Scction 13.4 shall be limited to such
Indemnifying Parly’s Interest in the Company; provided, however, that recourse against any
Member under its indemnity oblipatdons under this Agrecment or otherwise shall be further
limited to an nggregate amount equal to the value of the Interest of the Member seeking
indemnification as determined by and being limited to the then current liquidation value of such
Member’s Inierest assuming the Company were liquidated in an orderly fashion and all net
proceeds thercof were distributed in accordance with Aticle 6.

{c)  The indemnities, contributions and other ohligations under this Agreement
shall bz in addilion to any rights that any Indemnified Darty may have at law, in equity or
otherwisc. The terms of this Section 15 shall survive termination of this Agreement.

Section 16, Miscellaneous.

16.1. Notices, {a) All notices, requests, approvals, authorizations, consents and
other commupications required or permitted under this Agreement shall be in writing (whether or
nol expressly staled as 1o be in writing hereunder) and shall be (as elected by the Person giving
such notice) hand delivered by messenger or overnight courer service, mailed (airmail, if
international) by registered or certified mail (postage prepaid), return receipt requested, or sent
via facsimile (provided such facsimile is immediately followed by the delivery of an original
copy of same via one of the other foregoing delivery methods) addressed to:

If to Starwood:;

c/a Starwood Capital Group Global, L.L.C.
591 W. Puinam Avenae

Greenwich, Connecticut 06830

Attention: Madison F. Grose

with a copy to:

¢/o Rinaldi, Finkelstein & Franklin
591 W. Putnam Avenue
Greenwich, Connccticut 06830
Attention: Ellis Rinaldi, Esq.

and 1o;

White & Case LLP

1155 Avenue of the Americas
New York, New York 10036
Attention: Scott A. Berger, Esg.
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if 1o Kerzner

Kermmer Invesiments Acquisitions Limited
Coral Towers

Paradise Island, The Bahamas

Attention: Butch Kerzuer, CED

with a copy to:

Richard Levine, Esg.

Executive Vice President and General Counscl
Kerzner International Limited

730 5% Ave., 5% Floor

New York, NY 10019

If to Waterford:

Waterford Group investments, L.L.C.
Y14 Hartford Turnpike

P.D. Box 715

Warterford, CT 06385

Attention: Len Wolman, CEO

with a copy :

Raymond Y. Lin, Esq.
Latham & Watkins LLP
B85 Third Avenue

New York, NY 10022

(b)  Each such notice shall be deemed delivered (a) on the date delivered if by
hand delivery or overnight courier service or facsimile, and (b) on the date upon which the retum
teceipt is signed ot delivery is refused or the natice is designated by the postal suthorities s not
deliverable, as the case may be, if mailed (provided, however, if such actual delivery occurs after
5:00 p.m. (local time where received), then such notice or demand shail be deemexd delivered on
the inmediatcly following business day afler the actual day of delivery).

{¢) By giving to the other partics at least fiftecn (15) days writien notice
thereof, the parties hereto and theiv respective successors and assigns shatl have the right from
lime o ime and at any lime during the term of this Agrecment to change their respective
addresses.

162, Goverming Law, This Agreement and the rights of the Members
hereunder shall be governed by, and interpretcd in accordance with, the laws of the Stac of
Delawace, Fach of the parties bereto jrrevocably submits 1o the jurisdiction of the New York
State courts and the Federal courts sitting in the State of Now York and agrec that all matters
jnvolving this Agreement shall be heard and detcrmined in such courts. Each of the parties
hereta waives irrevocably the delense of inconvenient forum 10 Lhe maintenance of such action
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or proceeding. Each of the parties hereto designates CT Corporation System, 1633 Broadway,
New York, New York 10019, us iis agent for service of process in the State of New York, which
designation may only be changed on not less than ten (10) days’ prior notice to all of the other
parties.

163, Successors. This Agreement shall be binding upon, and inure to the
benefit of, the parties and their successors and permitted assigns., Except as otherwise provided
herein, 2ny Member who Transfers its Interest as permitted by the terms of this Agreement shall
bave no further lisbility or obligation hereunder, except with respect to claims relating to
circumstances arising prios to such Transfer.

164, Prunouns. Whenever from the context it appears appropriate, each lerm
stated in cither the sinpular or the pluraf shafl include the sinpular and the plural, and pronouns
stated in either the masculine, the feminine or the newter gender shall include the masculine,
ferninine and neuter,

16.5. Table of Contents apd Captions Not Part of Agresment. The table of

contents and captions contained in this Agreement are inserted only as a matter of convenience
and in no way define, limit or exiend the scope or intent of this Agresment or any provisions
hereof.

16.6. Severability. If any provision of this Apreement shall be held invalid,
ittegal or unenforceable in any jurisdiction or in any respect, then the validity, legality and
enforceability of the remaining provisions contained herein shall not in any way be affected ot
impaired, and the Members shall use their best efforts to amend or substitute such invalid, illegal
or umenforceable provision with enforceable and valid provisiuns which would produce as nearly
as possible the rights and obligations previously intended by the Members without renegotiation
of any material terms and conditions stipulated berein.

16.7. Counterparts. This Agrocment may be executed in scveral counterparts,
each of which shall be deemed an original hut all of which shall constilute one and the same
instrurment,

16.8. * Entite Agreement and Amendment, This Agreement and the other written
ugreements described herein between the paries hereto entered into as of the date hereof,
conslitule the entire agreement benwvecn the Members relating to the subject matter hereof. In the
event of any conflict between this Agreement or such other written agreements, the terms and
provisions of this Agreement shall govern and conlrol. ‘Yhe Management Commillee may amend
this Agrecment at any time provided that no amendment which would have an adversc effect en
8 Mcember shall be effective without the prior wiitten conseat of such Member,

16.9. Further Assurances. ITach Member agrees to execule and defiver any and
al] additional instruments and docurnents and do any and al) acts and things as may be necessary
or expedient o effectuzte more fully this Ageeement or any provisions hereof or ta carry on the
business contemplated hereunder.

16.10. No Third Party Rights. The provisions of this Agrecment are for the
exclusive benefit of the Members and the Compuany, and no other parly (including, without
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timitation, any creditor of the Company) shall have any right or claim against any Member by
reason of those provisions gr be entitled to enforce any of those provisinns against any Member.

16.11. Incomporation by Reference. Every Exhibit and Annex attached 1o this
Agreement is ineorporated in this Agreement by reference,

16.12. Limitation on Ciability, Except as set forth in Section IS and Section
5.2(a}(2), the Members shall not be bound by, or be personally liable for, by reason of heing a
Member, a judgment, decrec or order of a court or in any other manner, for the expenses,
liabilities or abligations of the Company, and the liability of each Member shall be limited solely
1o the amount of its Capital Contributions as provided under Scction 5. Except as set forth in
Section 15.2(h), Section 153 amxi in Section 5.2{a}(2), sny <laim against any Member (the
“Member in Question™) which may anse under this Agreement shall be made only against, and
shall be limited to, such Mcember in Question’s Interest, the proceeds of the salc by the Mcember
in Question of such Interest or the undivided interest in the assets of the Company distributed to
the Member in Question pursuant to Seclion 14.3(d) bereof. Except as set forih in Scction
15.2(b), Section 15.3 and Section 5.2(a}(2), any right to proceed against (i) any other assets of
the Member in Question or (ii) amy agent, officer, diteclor, member, manager, partner,
shareholder or cmployec of the Member in Question or the assets of any such Person, as a result
of such a claim against the Member in Question arising under this Agreement or otherwise, is
hereby irevocably and unconditionally waived.

16.13. Remedies Cumuiative, The riphts and remedies given in this Agreement
and by Jaw to 2 Member shall be deemed cumulative, and the exercise of one of such remedies
shall not aperate to bar the exercise of any other rights and remcdics reserved 10 a Member under
the provisions of this Agreement or given 1b a Member by law. [n the event of any dispute
between the parties hereto, the prevailing party shall be entitled to recover from the other party
reasonable attomey's fees and costs incurred in connection therewith.

16.14. No Waiver. Onc or more waivers of the breach of any provision of this
Apreement by any Member shall not be construed as a waiver of a subseyuent breach of the
same or any other provision, nor shall any delay or omission by a ember to seek a remedy for
any breach of this Agreement or to exercise the rights accruing to 2 Member by reason of such
breach be deemed a waiver by a Member of its remedies and rights witls respect to such breach.

16.15. Limitation On Use of Names. Notwithstanding anything contained i this
Agreement or otherwise to the contrary, ench Member as lo itself agrees that neither it nor any of
its Affiliatcs, agents, or representatives is granted a license to use or shall use the name of the
other under any circumstances whatsoever, except such name may be used in furtherance of the
business of thc Company but only as and to the extent unanimously approved by the Members,

16.16. Publicly Traded Panucrship Provision. EBach Member hereby severally
covenants angd agrecs with the other Members for the benefit of sueh Members, that () it is not
cwrently making a market in Intercsts in the Company and will not in the future make such a
market and (ii) it will not Transfer its Interest on an established sccuritics market, a secondary
macket or an ovor-the-counter market or the substantial equivalent thereof within the incaning of
Cade Section 7704 and the Regulations, rulings and other pronouncements of the U.S. Internal
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Revenue Scrvice or the Department of the Treasury thereunder. Each Member further agrees
that it will not assign any Interest in the Company 1o any assignee unless such assignee agrees to
be bound by this section and 1o assign such Interest only to such Persons who ogree to be
similarly bound, \

16.17. Uniform Commergial Code. The interest of each Member in the Company
shali be an “uncertificated security” govemed hy Article 8 of the Delaware UCC and the UCC as
enacted in the State of New York (the “New York UCC™), including, without limitation, (i) for
purpases of the definition of a “security” thereunder, the interest of each Member in the
Company shall be a security governed by Article 8 of the Delaware UCC and the New Yotk
UCC and (i3) for purposes of the definition of an "uncerificated sceurity” thereunder.

16.18. Public Announcements. No Member or any of their respective Affiliates
shal), without the prior approval of the Management Committee, issue any press releases or
otherwise make any public statements with respect to the Company or the transaclions
contemplated by this Agreement, except as may be required by applicable law or regulation or by
obligations pursuant to any listing agreement with any national securities exchange so long as
such Member or such Affiliate has used rensonable efforts to obtain the approval of the
Management Committee prior to issuing such press release or making such public disclosure,

Section 17. Insurance. During the ‘Term, Management Commitiee, on behalf of
the Company, shall procure and maintain insurance as ig determined to be appropriate by the
Managemem Committee (in form and with endorscments, waivers and deductibles and with
insurance companies, designated or approved by the Management Comumittee) namiog the
Company, Starweod, Kerzner, Waterford and the Representatives on the Manogement
Committee as insurcds thereander.

{Signatures on Next Pags]
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IN WITNESS WHEREOFT, this Agreement is executed by the Members, effective
s of the daie first set forth above. '

MEMBERS:
STARDELL INVESTORS, L.L.C.

By: SOF-VIUS.

. itsnglng
W) (/)

KERZNER INVESTMENTS ACQUISITION
LIMITED

By:
Name:
Title:

WATERFORD GRQUFP INVESTMENTS, L.L.C.

By.  Waterford Group, L.L.C.
fts managing member

By: Savik Suites, Inc.
its

By:

Name:
Title:

By: LMW Investments, Inc.
Its

By:

Name:
Title:

N2KA



O

IN WITNESS WHEREOF, this Agroanent is exeouted by the Members, effective
s of the date first szt farth sbove

MEMBERS; .
STARBELL INVESTORS, LL.C.

8y: 30F-V1U.9.Holdings, LL.C.
s maneging member

By:

Name:
Tide:

KERZNER INVESTMENTS ACQUISITION

By:

4 Nane: O felle PA. P ' . . E
Title: ofMeE

‘WATERFORD GROUP INVESITMENTS, LL.C, !

By: Watsrfard Group, LEC.
Its managing mersber

By: Slavik Suites, Ine.
is

By:

Namz:
Title:

By: LMW Investments, Inc,
Bs____

By:

Nams:
Titles

{Sigoscure Page Fise LLE Aprrouest)
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IN WITNESS WHEREDF, this Agreement is executed by the Members, effective
ns of the date first set forth above,
MEMBERS:
STARBELL INVESTORS, L.L.C.

By:  SOPR.VIU.S, Holtings, LL.C.
Its managing mwember

By:

Name:
Title:

KERZNER INVESTMENTS ACQUISTEION
LIMITED

By:

Name:
Titke:

WATERFORD GROUP INVESTMENTS, LL.C.

By:  Waterfixd Qroup, LYC.
It msmaging moember

By: Slavik Suites, Inc.
s _ [782384
By:

Neme:

Tille: Scersriny
By: LMW Investreents, Inc,
!g___%____

o Lol
Name: Le

Title; Ass0as+

{Stgpature Peg=of e LLC Agresmoet)
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The undersigned hereby execute-dhis Agreement for the sole purpose of joining in and
agreeing (o their respeetive undertakings as Parent Goarantors set forth in Section 152 of
this Agveement.

‘Waterfard Group L.L.C.

By: Slovik Suies, Inc.
Its

R 2

By:
Name:
Title:

By: LMW Imvestments, Inc,
lts

By:
Name:
Tide:

NEWTORN Bd1272 1Y
{u

0287



The wodersigned herehy execute this Agreement for the sole parpose of Jelning In and
agreeing te thelr respective nodertullings a3 Parest Guarentors set forth in Bection 152 of

this Agreement.
SOF~V1 U.5. Holdings, LL.C.

By:

Name:

Title:
R . cmnited
Br_______@ﬁ
Neowx Csqelle. M. Arrtmia
Title: OfcEn

" Waterford Group L.L.C.

By: Slxvik Spites, Inc.
i

Titla:
By: LMW lnvestmeats, Inc.
| O ——

By:

Neme:
Title:

{Sigratze Page oF e LLC Agrecocst)
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The nodersigned hereby execwts this Agreement for the sole purposs of foinieg in and
agreding to thefr respective undertnkings as Parent Goarantors set forth io Section 152 of

this Agreement,
SOF-VI U.8. Huldings, L.L.C.

By
Name:
Title:
Kerzner Imternational Limited
By:
Nampe:
Title:
Waterford Group LL.C.
t Slavik Suites, Ing.
?g’ arrae,

Bi%"\
yN:ma,a: Las LNourrd

- Title; DherBray

iH]

B.‘ﬁ:é.«é@— )
Natne: (s Vo™

Title: /us:oerr'

+JAcknowledgmeats-to-bo-Added)—

i
2
=

ISignature Prge of the LLE Agrecrsaat])
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Initial Capital Contributiops and Percentase Infeccsis

Prior
Percentage
!ntereslg

50%

25%

25%

Management Commitice Represeptatives

Initial Capital
Member Name Conuibutions
Starbell Investors, £L.L.C. $25,162,500
Kerzuer nvestments
Acquisitions Limited $12,581,300
Waterford Group
. Investments, L.L.C. $12,581,300
Starwood:
Barry Sternlicht

Madison Grase
Kerzner:

Butch Kerzner — Voting
Person 1o be desigoated — Non-Veling

Waterford;

Len Wolman

NEWYOQRK J3{E92 944 (K}
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New
Percentage
Interests

37.5%
37.5%

25%

et
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EXHIBITB

Defipitions

For the purpases of this Agreement, the following terms shat! have the meanings
set forth below. '

“act” shall mean the Delaware Limited Liability Company Act (currently Chapter
18 of Title 6 of the Delaware Code), as amended from time lo time.

‘Acceplance Condition” shall mean, in respect of the Offer, reeeipt of valid
acceptances (which have not been withdrawn) from holders of Wembley Shares representing not
less than ninety percent {(90%%) of the Wembley Shares to which the Offer relutes, or such lower
percentage approved by the Management Committee.

“Active Valuc” shall mean Active Value Fund Managers Limited,
“Admission” shalt bave the meaning provided in Section 13 2(d).

“Advisor” shall mean any accountant, sttorney or other advisor retsined by a

Member.
“Affected Member™ shall have the meaning provided in Section 8.10(d).

“Affilinte” shall mean as to any Person any other Person that directly or indirectly
coolrols, is conlrotled by, or is under common control with such first Person. For the pucposes of
this Agreement, a Person shall be deemed to control another Person if such Person possesses,
directly or indirectly, the power to direet or cause the dircction of the 1panagement, policics
and/or decision making of such other Person, whether through the ownership of voting securities,
by contract or otherwise. When used in this Agreement, an Affiliate of a Member shall include
any Person wha is a constituent member, pactmer ot sharcholder of such Member and any Person
who is an Affiliate of such constituent incmber, partner or sharcholder, as applicable, of such
Member.

“Apreed Upon Value™ shall mean the fair market value (met of any liability with
respect to such property that the Company assumes or takes subject t0) agreed upon pursuantio a
written agreement belween the Members of property contributed by a Member lo the capital of
the Company.

“Agreemcnt” shall sncan this Second Amended and Restated Limited Liability
Company Agreement, os amended from tme to time.

“Alpha™ shall have the meaning provided in Scetion 5.2(a)(2).
“Alpha Letters” shal] have the meaning provided in Section 3.2(a)(2].

“Annual Business Plan” shall mean the business plan for a Fiseal Year of the
Company approved by the Management Committee us further described in Section 8.3,

NEWYDRE YPRUNT v (6 QK)
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Exhibit B
Pape 2
“Applicable Jursdiction” shall mean, individually and collectively, the United
States, any of the 50 States of the United Statcs, the United Kingdom, Bahamas, Bermuda,
Mexico, Canada and any other sovereign pation (a) in which one or more of the Members or
their Affiliates is conducting (or has zpplicd for o gaming Jicense to conducl) an identificd
gaming enterprise, (k) which permits and regulates cornmercial gaminy activities, and (¢) which
is both (i) located in Central America or outside of North America and (i1} is not either a country
identified under OFAC rules or regulations as a nation in which or with respect to which US
citizens are restricted from doing husiness (including those named on OFAC's Spetially
Designated Blocked Person List) or wonder any U.S, statute, executive order (including the
Septembet 24, 2001, Excoutive Order Blocking Property and Prohibiting Transactions with
Persons Who Commit, Threaten to Commit or Suppost Terrorism) or other governmental action;
provided, however, that “Applicable Jurisdiction” shall not include any “Specified Furisdiction”
{es hereinafier defined).

“Applicable Laws™ means, collectively, all statutes, laws, rules, regulations,
ordinances, orders, decisions, writs, judgments, deceees and injunctions of all federal, state,
county, city end municipal governments and all agencies, boards, commissions, bureaus,
departments, awthorities and all subdivisions and officials und o(Bcers thereof, now or hereafter
having or asserting jurisdiclion over the Company or any of the Members, as applicable, or any
of their respective businesses, operations or properties (including, without limitation, all
environmental laws, all 2oning and building codes, alt rules and rcgulations of gaming and
licensing boards or commissians and ERISA and the rules and regulations thereunder).

“Appraisal Exercise Period” shall have the meaning provided in Section

12.6(bY0).
“Appraiscr” shall have the meaning provided in Scction [2.6(0)(1).

*Bankrupley Code™ shall mean Tille 11 of the United States Code, as amended or
any other applicable bankruptcy or imsolvency statufe or similar law (includiog, without
limitation, those applicable under the laws of the United Kingdom).

“Bencficial Owner” shell have the meaning provided in Section 5.7.
“Capital Account’” shull have the meaning provided in Section 3.6.

“Capita} Contribution™ shall mean, with respect to any Member, the aggregute
amount of (i) cash, and (ii) the Agreed Upon Value of other property coatributed by such
Member to the capital of the Company.

“Cosh Flow” shall mean, for any period for which Cash Flow is being calculated,
gross cash reccipts of the Company (but excluding Capital Contritntions), {ess the following
payments and expenditures (i) all payments of operating expenses of the Company, (i) all
payments of principal of, intcrest on and any otlier amounts due with respect to indebiedness,
leases or other commitments or ablipations of the Company (including loans by Members to the
Company), (ii) all sums expended by the Company for capital expenditures, {iv) all prepaid
cxpenses of the Company, and (v) all sums expended by the Company which are otherwise
capitalized.
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“"Casino Exercise Period” shall have the meaning provided in Section 9.5(c).

(

ibit
e

[

“Casino fnitiator” shall have the meaning provided in Section 9.5{c).
“Casino Offer Notice™ shall have the meaning provided in Section 9.5(c).

“Casino Recipiept” shall have the meaning provided in Section 8.5(c).

“Casino ROFQ Eleclion” shall have the mezning provided in Section 9.5(c).

“Casing ROFO Price” shall have the meaning provided in Scction 9.5¢c).
“Casino ROFO Site” shall have the meaning provided in Section 9.5(c).

“Centificatc _of Formation” shail measn the Certificate of Formation of the
Company, as amended from time to time.

“Closing of the Offer” shall mean the Offer becoming or being declared
unconditional in all respects.

*“Code” shall mean the Internal Revenue Code of 1986, as amended from time 1o
tirne, including the carresponding provisions of any successor law.

“Collateral Apreement” shal! mean any agreemcnt, ilostrument, document or
covenant concurrently or hereafter made or entered imto under, pursuant to, or in connection with
this Agrcement and any ccriifications madc in conancetion therewith or amecndmemt or
amendments made at any time or tires heretofore or hereafier to any ot the same.

“Company” sball mean BLB investors, L.L.C.. & limited liability company
organized under the Act,

- “Company Minimum Gain” shall bave the meaning given to the term “partnership
minimum gain™ in Regulations Sections 1.704-2(b)(2) and 1.704-2(d).

“Companay Regulntors” shall have the meaning provided in Section 9.10{aj.
“Company Salc” shall have the incaning provided in Section 12.6(a}.

“Competing Césing. Site” shall have the meaning provided in Section 9.5(b).

« .omggting']’rogmies" shall have the meaning provided in Section 9.7.
“Compulsoly Acquisition Procedurs™ shall meaa (he compuisory acquisition

procedure in respect of any minority shareholding in Wembley pursvant 1o sections 428-430 of
the UK Companies Act.

“Confidentiyl Information” shall have the meuning provided in Seetion 10(a).

MTWYORR IMIS2 VIR {ZK)
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“Control Parent” shall mean in the case of (1) the initial Members (x) in the case
of Starweod, Starwood Capital Group Global, LL.C,, (v) in the case of Kerzner, Kerzner
Internationa) Limited, and (2} in the case of Waterford, Waterford Group L.L.C., and (2) any
subsequent or cew Members admitted 1o the Company, from time to time, in accordance with the
tcrms hereof, cach of the respective Persons that own or control, or which are under common
conyro! with, such subsequent or new Member,

“Credit Enbancement” shal} bave the meaning provided in Scetion 9.4.
#Credis Enhancement Loan” shall have 1h§ meaniog provided in Section 2.4.
“Default Amount” shall have the meaning provided in Secti.on 5.2(b).
“Default Loan™ shall have the meaning pravided in Sectiogn 5 2(b}(1).
“Default Rate” shalt have the meaniog provided in Section 52(b)(1).
“Defanlting Member™ shall have the meaning provided in Section 3.2(b).

“Delaware UCC™ shall mean the Uniform Cotmmercial Code as in effect in the
State of Deluware from tGme to time.

“Demand Notice” shall have the meaning set forth in Section 13.2(b).
“Demand Request™ shal) have the meaning sct forth in Section 13.2(a).

“Determination Date" shall have the meaning provided in Section 12.6(b)(ii).
“Dissolution Event” shall have the meaning provided in Section 14,2,

“Distributable Funds™ with respect to any month or other period, os applicable,
shall mcan the sum of an amount equal to the Cash Flow of the Company for such month or
other period, as applicable, as reduced by reserves for antcipated capital expenditures, future
working eapital needs and opetating expenscs, contingent obligations and ather purposes, the
amounts of which shall be reasonsbly determined from time to time by the Management
Committce. v

“Distibutions” shell menn the distributions payable (or deemed payable) to a
Member (incjuding, without limitation, its allocable portion of Disiributable Funds).

“Divestiture Member" shall have the meaning provided in Section 9.10(b).

“ERISA" shall mean the Employer Reticement [ncome Serurity Act of 1974, as
amcnded from time to Gme.

“Exchange Act” shal] meun the United States Securitics Exchange Act of 1934, as
amended, and the rules and regulations of the SEC promulgated thereunder,

“Exclusivity Period™ shall have the meaning provided in Section 8.5(b)(ii).

NFXYYORK 1241005 w18 (2K}
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Exhibit B
Page 5

“Fair Market Valug™ shall have the meaning provided in Section 12.6(D(iii).

“Financing Documents™ shall mean the binding commitment letters and related
agreements in respeet of the bank facilities and other deln financing sgreemenis to be entered
into by the Company in respect of the financing of the Offer in the form agreed by each of the
Members and the Company.

“First EGM™ shall mcan an extraordinery general meeting of Wembley to be
convened to approve the Re-registration. "

“First Restated LLC Agreement” shall have the meaning provided in the Whereas
clauses.

“Fiseal Year” shall mean each calendar year ending December 31.
“flow-throuph cntity” shall have the meaning provided in Section 5.7,

“Foreien Corrupt Proctices Act” shall mean the Forgign Corrupt Pructices Act of
the United States, 15 U.S.C. Scctons 78a, 78, 78d@-1, 78dd-2, 78dd-3, and 78fT, as amended,
if applicable, or any similar law of any jurisdiction where one or more of the Properties are
located or where the Companry or any of ils Subsiliaries transacts business or any other
jurisdiction, if applicable.

“HOT™ shall have the meanjng provided in Section 9.6,

*Income™ shall mean the gross income of the Company for any month, Fiscal
Year or other peried, as applicable, including goins realized on the sale, exchange or other
disposition of the Company’s assets. :

“Indemnified Party” shall have the meaning provided in Section 15.4(a).
“Indemnifying Party” shall have the meaning pravided in Section 15.4(a).
“lnitiator’” shall have the mcaning provided in Section 12.5(a).

“Initiator’s Appraiser” shall have the meaniog provided in Section 12.6(f)(ii).

“Interest” of any Member shall mean the entire Jimited Hability company intcrest
of such Member in the Company, which includes, without limitation, any and all rights, powers
and benefits accorded a Member under this Agreement and the duties and obligations of such
Member hicreunder,

“Interest Exercise Period” shall have the meaning provided in Section 12.5(b).
“Interest Offer Notice” shall bave the meaning provided in Section 12.5(a).
“Interest Transfer” shall have the meaning provided in Section 12.5(a).

“Investment Memorandum"” shall have the meaning provided in Seclion 9.7.
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“Investment Opportunity™ shall have the meaning provided in Section 9.7.

“Kerzner” shall have the meanipg provided i the first paragraph of this
Agreement and its successors and assigns permitied hereunder,

“Kerzner Competitor” shall have the meaning provided in Section 12 5(c).

“KCW Member” have the meaning provided in the Whereas clauses.

“Latest Announcement Time" shall mean 10,00 a.m. (London time) or March 20,
2004 or such later time as Starwood, the KW Member and the Company shall agrec in writing,

“Lender” shall have the meaning provided in Section 9.4.

“Lincoln Park Business” shal} mean the gaming and enterfainment facility located
at Lincoln Park, 1600 Louisquisset Pike, Lincoln, Rhode is)and, United States.

“Lincoln Park Reorpanization” shull mean the reorganization of Wembley's
intcrests in the Lincoln Park Business, to be implemented substantially in the form described in
the Offer Document or as otherwise may be agreed between the Company and Wembley.

“Listing Application” shall have the meaning provided in Scction £13.2(a).

“Lasting Prospectus™ shal) have the meaning provided in Section 13.2(d).
“Lock-out Period” shall have the meaning provided in Section 12.5(a).

“Loss” shall mean the aggregate of )osses, deductions and expenses of the
Company for any month, Fiscal Year or other period, as applicable, including losses realized on
the sale, exchange or other disposition of the Company’s assets.

“Losses” shall have the meaning provided in Section 15.2.
“Mugagement Committee” shall have the meaning provided in Section 9.2(a).

“Management Member” shall meun any employee of the Company or any of its
Subsidiaries.

“Member”® and “Mecmbers” shall mean Starwood, Kerzmer, Wulerford, their
respective successors and assigns permitted hereunder and any other Person admitted ta the
Company pursuant o this Agreement. For purposcs of the Act, the Members sball congtitute a
single class or group of members,

“Meinber in Question” shall have the meaning provided jn Section 16.12.

“Net Income™ shall mear the amount, if any, by wkich Income for any perod
exceeds Loss for such period.

WEWYORK 3941782 vid 2K}
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“Net Loss” shall mean the amount, if any, by which Loss for any peniod exceeds
Tncome for such pericd.

“New York UCC" shalf have the meaning set [orth in Section 16.17.

“Non-Company Repulator” shall have the meaning provided in Section 9.10(c).

“Non-Compcte Period” shail have the menning provided in Section 9.7.

“Non-Presenting Member™ shall have the meaning provided in Section 9.7,

“Nonvoting Kerrner Representative™ shall have the meaning provided in Section

9.2(e).

“OC" shall have the meaning provided in Seclion 9.11.
“0C Affiliatc” shall have the tneaning provided in Section 8.11.
“QFAC” shall havc the meaning provided in Section 9.12(c).

“QOffer” shall mean an offer by the Company or an Affiliate of the Company
{other than any Momber} for the entire issued (and to be issued) share capital of Wembley (based
substantially on the terms and conditions of the Press Announcement and otherwise on the terms
and conditions set forth in the Offer Document), 85 revised from time to time with the written
agreement of each of the Members or the Management Committee,

“Offer Document” shall mean the offer document containing the terms and
conditions of the Offer to be posted to holders of Wembley Shares within 28 days of the date of
the Press Announcement.

“QOffer Notice™ shal) have the meaning provided in Section 12.5(a).

“Orivinal TLC Agreement” shall have the meaning provided in the Wheress

clauses.
“Outside ROFQ Date™ shail have the meaning provided in Section §2.5(b).
“Dutside Sale Dale” shall have the meaning provided in Section 12.6(b).
| “Parent Guarantors™ shall bave the meaning provided in Section 15.2.
“Percentage Interest” shall have the meaning provided in Section 3.3.
“Person” shall mean any individual, corporation, partnership, joint venture,
association, joint-stock company, limited liability company, trust, unincorporated organization,

government or any agency or political subdivision thereof or any ather legal entity.

“Plans” shall have the meaning provided in Scction 9.11.
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“Potential Casino Sites” shall have the meaning provided in Section 2.5(b).
*Prelimipary Infopnation™ shall have the meuning provided in Section 8.7.
“Preliminary Malerials” shall have the meaning provided in Section 9.5(b).
“Presenting Member" shall have the meaning provided in Scction 9.7,

“Press Announcement” shall mean the press announcement in respect of the Offer
in the form agreed by each of Starwood, the KW Member and the Company.

“Property” shall have the meaning provided in Section 3.

“Public Offcring” shall mean a publicly distributed salc of equity securities of the
Company or ary wholly-owned Subsidiary of the Company {or such other cntity proposed to
effect the same) in an underwritien public offering pursuant to an effective registration staternent
filed with the SEC or the admission of such equity seeuritics to the Official List of the UK
Listing Authority and to trading on the London Stack Exchange or any other internationally
recognized exchange. ) -

“Recipient” shall have the meaning provided in Section 12.5(a).
“Recipient’s Appraiser” shall have the meaning provided in Section 12.6(H(31).

“Reuistrable Securiticy” shall mean any equity securilies of the Registrant.

“Registrang™ shall have the mecaning set forth in Section 13.1(b) of this
Agreement,

“Repistration Expenses™ shall mean all expenses incident to the Registrant’s
performance of or compliance with Section 13 including, without limitation, all printng,
registration and filing fees, fees and expenses of complience with securitics or blue sky laws
{incfuding reasonable fees and disbursements of counsel in connection with blue sky
quatifications of any Registrable Securitics), expenses of printing certificates for any Registrable
Securities in a form eligible for deposit with the Depository Trust Company or CREST (or any
other centra) sccuritics depositary), as applicable, messenger and delivery cxpenses, interpal
expenses (including, without limitation, al} salarics and expenses of its officcrs and employees
performing legal or accounting duties), and fees and disbursements of counsel for the Registrant
and its independent certificd public accountants {including the cxpenscs of any management
review, cold camfort letters or any special audits required by or incident to such performance and
compliance), securities acts liability insurance (if the Registrant efucts to oblain such insurance),
the rensonable fees and expenses of any special experts retsined by the Registrant in connection
with such registration, fees and expeases of other Persons setained by the Registrant, the (ees and
expenses of ane (1) counscl for cach Member (the “Holders’® Counsel™) and applicable local
counsel for the holders of Registrable Securities to be included in the relovant Required
Registration; but not including any underwriiing fees, discounts or commissions atiributable Lo
the sale of securities.
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“Regulations” shall mean the Treasory Regulations promulgated pursvant to the
Code, as amended from tme to time, including the comresponding provisions of any successor

“regulations.
“Representatives” shall have the maeaning provided in Section 9.2(a).
“Required Registration” shall have the meaning set forth in Section 13.2(a) of this
Agreement.

“Re-tegistration” shalf mean the re-registration of Wembley us a private limited
company in accardance with the pravisions of Section 53 of the UK Companies Act.

“ROFO Deposit” shall bave the meaning provided in Section 12. 3(b¥(iid).

“ROFO Interest Election” shall have the meaning provided in Section 12.3{b)(}.
“ROFO Inferest Prce” shall huve the meaning provided in Section 12.5(b)(i).
“Sale and Call Opiion Agreement” shall mean the sale and purchase and call

option agreement dated Macch 10, 2004 among the Company, Active Velue and certain affiliates
of Active Value as amended by the Second Sale Agreement,

“Sale Asset Purchase Price” shall have the meaning provided in Section

12. if).

“Sale Asset Purchase Election™ shall have the meaming provided in Section

[2.6(b)YG0.
“Sale Assets” shall have the meaning provided in Section 12.6(b)(1).
“Sate Offer” shall have the meaning provided in Section 12.6(b)(ii).
“Sate Offer Deposit™ shall have the meaning provided in Section 12 6(b)Gii}.

“Snle Offer Notice™ shall have the meaning provided in Section 12.6(a).

“SCG" shall have the meaning provided in Section 9.6.

“SEC” shall menn, at aay time, the Securities and Exchange Commission of the
United Statcs or any other federal agency at such time administering the Securities Act.

“Second BGM™ shull mean an extraordinary generl meeting of Wembley to be
convencd following the Re-registeation becoming effective to approve the Whitewash,

“Second Sale Agreement” shall mean the sale and purchase agreement dated
March 18, 2004 among the Company, Active Value and cerain affiliates of Active Valuc.

“Securities Act” shall mean the U.S. Securitics Act of 1933, as amended, and the
rules and regulations of the SEC promulgated thereunder.
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“Specified Jurisdiction” shall have the meaning as may be agreed to by Kerzner,
Waterford and Starwood from time to time, ’

“SET” shall have the meaning provided in Section 9.6.

“Starwood” shall have the meaning provided in the first paragraph of this
Agreement and ts successors and assigns permitted hereunder; provided, however, that for
purposes of Scctions 9.1, 8.2, 9.3, and 3,5(a), “Starwood” shall also mean any direct or indirect
member thereof designated by Starwood [fom time to time to the extent such designation is
necessary to qualify Starwood {or any dirset or indirect member thezeof) a5 an OC,

“Starwood Investment Companies” shall have the meaning provided in Section

9.6.

“Subsidiary” shall mean any corporation, partucrship, limited liability company or
other entity of which fifiy pereent (50%) or more is owned by the Company.

“Tap-Along Notice” shall have the meaning provided in Section 12.5(c).
“Tag-Along Sale” shall have the meaning provided in Section 12.5(c).
“Tainted sber” shall bave the meeaning provided in Section 2.10(8).
“Takeover Code” shall mean the UK City Cade on Takeovers and Mezgers.
“Takeover Panel” shal) mean the UK Panel on Takeovers and Merg::ts.

“laxable Event™ shull mean a deemed sale or excbange of the Ioterest held by the
Recipient in the Company which resuits solely from the sale of Initiatar’s Interest,

“Third Appraisec” shall have the meaning provided in Section 12.6(H)(ii}.
“Threatencd Mcember” shall have the meaning provided ia Scction 9.10(g),

“Total Investment” shall mecan the sum of the aggregate Cnpital Contributions
made by a Member.

“Transfer™ means, as a noun, any transfer, sale, assignmen, cxchange, charge,
pledge, gifi, hypothecation, conveyance, encumbrance or other disposition, voluantary or
involuntary, by operation of law or otherwise and, as a verb, voluntarily or involuntanly, by
cpesation of law or otherwisc, to wansfer, sell, assigo, exchonge, charge, pledge, give,
hypnthecate, convey, encurmber ar otherwise dispose of,

“Trogn” shall have the meaning provided in Section 9.86.

“UK. Compsanics Act” shall mean the Companics Act 1985 {as amended) of the
United Kingdom.

“UR_IY" shail have the meaning provided in Section 9.5¢(h).
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“UK Listiny Authority” shall mean the U.X. Financial Services Authority acting
in its capacity as the U K. Listing Authority.

UK Securities Act” shall mean the Financial Services and Markels Act 2000 of
the United Kingdom.

“Unwind" shal have'thc meaning provided in Section 4.1(a).

“Unwind Initiator” shall have the meaning provided in Section 4.1(a).
“Unwind Notice” shall bave the meaning provided in Section 4.1(a).
“Upwind Recipient” shall have the meaning provided in Section 4.1(s).
“Valuation Notice” shall have the meaning provided in Section 12.6(bY().

“Voting_Kerzner Representative” shail have the meaning provided in Section

2.2(e).

“Waterford” shall have the meaning provided in the first paragraph of this
Agreement and its successors and assigns permitted hereunder,

“WDP" shall have the meaning provided in the Whereas clauses.
“Wermbley™ shall have the meaning provided in Section 3.

“Wembley Acquisition” shall mean the date on which the Company {or on¢ or
more of its Affiliates) has acquired the ownership of at least ninety percent (§0%) of the issued
and outstanding shares of Wembley Ple or such lower percentage approved by the Management
Committee,

“Wembley Shares™ shall mean shaces in the share cupitul of Wembley.

“Whilewash” shall mean the approval of the provision of financial assistance by

" Wembley ip accosdance with the provisions of Sections 135-158 of the UK Companies Act.
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Annual Business Plan Information

4 naralive description of any acquisitions or sales or other significant transactions
or oeatters that are planncd and any other activities proposed to be undertaken;

a projected annual income statement {(accrual bagis) on a quarter-by-quarter basis;
a projected balance sheet as of the end of such Fiscal Year,

a schedole of projected operating cash flow (including itemized operating
reverues, project costs and project cxpenses) for such Fiscal Year on & quarter-
by-guarter basis, including a schedule of projected operating deficits, if any;

a marketing plan;

a detailed budget reliccting on a line by line basis all projected operaling expenses
and any capital expenditwes, including projected dates for commencement and
completion of the foregoing;

a description of the proposed investment of any funds of the Cnmpé.ny which are
(or arc expected 1o become) availnble for investment;

a description, including the identity of the recipient (if known) and the amount
and purpose, of all fees and other payments propused, expecied or projected to be
paid for professional services and, if a foe or payment excecds $25,000, for other
services rendered to or on behalf of the Company by third parties;

a projection of the amount of any anticipated additional Capital Contributions
which may bhe called Jor pursuant to Sectio